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R.J. Reynolds Industries, Inc. is a 
diversified company committed to trans¬ 
national participation in world marketplaces, 
especially in the consumer products field, 
with strategic investments in energy and 
transportation. With more than 80,000 full¬ 
time employees worldwide, R.J. Reynolds 
Industries is engaged in commerce in 
virtually every country and territory in the 
world. The corporation directs these global 
operations from its World Headquarters 
in Winston-Salem, North Carolina. 

• R.J. Reynolds Tobacco Company 

• R.J. Reynolds Tobacco International, Inc. 

• Del Monte Corporation 

• Aminoil USA, Inc. 

• Sea-Land Industries Investments, Inc. 

• R.J. Reynolds Development Corporation 
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RJR’s global presence is represented 
by goods and services provided to 
people in 160 countries and territories 
around the world. 



Highlights 

R. J. Reynolds Industries, Inc. 


(Dollars In Millions Except Per Share Amounts) 

1981 

1980 

Change 

For the years ended December 31 

Net sales and revenues. 

$11,691.8 

$10,354.1 

+12.9% 

Earnings from operations. 

1,504.3 

1,269.4 

+18.5% 

Net earnings. 

767.8 

670.4 

+14.5% 

Net earnings per fully diluted 
common share... 

7.03 

6.12 

+14.9% 

Dividends per common share . 

2.50 

2.175 

+14.9% 

Net earnings as a percentage of net sales 
and revenues .. 

6.6% 

6.5% 


Return on average total capital . 

16.2% 

15.6% 


Return on average common 
stockholders’ equity. 

20.0% 

19.9% 


Capital expenditures. 

$ 770.1 

$ 897.9 

-14.2% 

At year-end 

Working capital. 

$ 2,015.7 

$ 1,831.7 

+10.0% 

Book value per common share. 

37.63 

33.10 

+13.7% 

Number of stockholders. 

110,707 

114,141 

- 3.0% 

Number of employees. 

85,776 

83,417 

+ 2.8% 
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R.J. Reynolds Industries is a 
diversified marketing and trading 
company committed to trans¬ 
national participation in world mar¬ 
kets, building shareholder value 
through competitive excellence. 



Report from the Chairman 

To my fellow shareholders: 

It is always a pleasure to report record 
sales and earnings, particularly for a year 
when fundamental strategic changes were 
implemented to ensure the company's 
future progress. 

Last year was R.J. Reynolds Industries’ 

12th consecutive year of record performance 
with sales up 13 percent to $11.69 billion and 
net earnings up 15 percent to $767.8 million. 
Earnings from operations (EFO) rose 19 
percent to $1.50 billion. Fully diluted earnings 
per share rose 15 percent to $7.03. 

Our 1981 results continued the trend 
which, over the past five years, has seen 
consolidated sales and net earnings grow 
at annual compound rates of 15 percent 
and 17 percent, respectively. Return on 
average common shareholders' equity rose 
to 20 percent, compared with 19 9 percent 
in 1980. 

In view of expected 1981 results and 
confident of continued progress, the Board of 
Directors in October raised the quarterly 
dividend paid on common stock by 16.7 
percent, or 10 cents, to 70 cents per share. 
The increase raises the annual dividend rate 
to $2.80 and marks the 28th consecutive year 
of dividend increases, except for 1971, when 
federal economic guidelines prevented the 
company from such a dividend action. 

We achieved the 1981 financial results 
with significant contributions from accom¬ 
plishments that will continue to enhance our 
future performance. 


In domestic tobacco, R.J. Reynolds Tobac¬ 
co Company achieved a 33.1 percent share of 
the domestic cigarette market, its highest in 
recent years. 

R.J. Reynolds Tobacco International largely 
made up for lost volumes in the Middle East, 
made good progress in Canada and Brazil, 
and broadened its global franchise. 

Del Monte began its transformation from a 
production-oriented packer to a consumer- 
oriented marketer of high value-added 
food products. 

Sea-Land made important strides in market¬ 
ing, cost control and operational efficiency 
resulting in substantially increased EFO for 
the year. 

Aminoil USA continued to increase produc¬ 
tion, add exploration acreage and achieve 
exploration successes far above the 
industry average. 

R.J. Reynolds Development Corporation 
was organized and staffed, and added two 
promising businesses to its portfolio while 
improving results from its existing businesses. 

In 1981, R.J. Reynolds Industries 
extended its already significant global 
business presence and enhanced its status 
as an international consumer goods 
company. The company is committed to a 
growing participation in world marketplaces. 

Consumer businesses constitute 72 percent 
of our worldwide sales, and we are well 
positioned to fulfill growing consumer demand 
in developing nations. We are pursuing global 
growth through strategies tailored to 
capitalize on specific characteristics of 
individual markets. 


Left: J. Paul Sticht, chairman and chief executive officer. 
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R.J. Reynolds Tobacco led the 
U.S. tobacco industry for the 
24th consecutive year. 



R.J. Reynolds Industries’ strong cash flow, 
sound balance sheet and modest debt-to- 
equity ratio provide the company with 
substantial resources to continue its 
planned growth through internal develop¬ 
ment and acquisitions. 

Our company wilt continue to make major 
acquisitions in the future. Likely acquisitions 
would be in consumer packaged goods, 
foods, energy or enterprises whose marketing 
distribution and growth potential meet the 
company’s performance standards. 

Our operating units performed well 
during the year as the following detailed 
review illustrates. 

In 1981, Reynolds Tobacco achieved a 
33.1 percent share of the domestic market, 
our highest share in recent years, and 
established an industry record for annual 
cigarette unit volume in the United States 
for the second consecutive year. The 
company's unit volume rose to 207.2 billion, up 
2.7 percent, well above the 1.5 percent growth 
rate for the industry as a whole. 

Total sales for the domestic tobacco com¬ 
pany grew to $3.97 billion, an increase of 13 
percent over 1980. EFO reached $914.3 million, 
up 14 percent. Both 1981 sales and EFO 
established records for the company. 

R.J. Reynolds Tobacco retained its leader¬ 
ship of the U.S. tobacco industry for the 24th 
consecutive year. These record levels were 
based on strong performances by our existing 
brands and new products. 

The Camel brand family, the company’s 
oldest, grew more than 13 percent with all 
major styles — Camel Filters, Camel Lights 


Left Blurred by a high-speed conveyor are More Lights 100s, 
which helped make the More brand family the fastest growing in 
the industry. 

Above: Rigid inspection standards include visual examination to 
ensure RJR's reputation for unsurpassed product quality. 


and Camel regular — recording increases. 

The Camel family was the third fastest- 
growing among major U.S. cigarettes, moving 
from seventh place to fifth place among 
the nation’s leading brands. The brand 
showed particular strength among younger 
adult males. 

The More brand family led all major 
cigarette brands in growth for the year, 
increasing almost 32 percent to a share of 
market in excess of 1.5 percent, and 
moving from 20th to 15th position among 
the best-selling brand families. A significant 
factor in the More family’s progress was the 
success of More Lights 100s, a beige cigarette 
introduced nationally in July and targeted to 
female smokers. 

Winston continued as the second most 
popular brand among all cigarettes sold in the 
United States and stabilized its market share. 
Unit volume growth came from the success of 
Winston Ultra Lights, introduced in 1981, and 
the overall impact of the "Men of America" 
advertising campaign. 

Salem strengthened its third-place position 
among top-selling brands in 1981, as well as 
its lead among menthol brands. In January 
1982, the Salem family broadened its con¬ 
sumer appeal with the introduction of Salem 
Slim Lights, a thinner 100mm product 
designed for the female market. 

Both low "tar” Vantage and ultra-low "tar" 
NOW continued to perform well last year, 
despite intense competitive pressure in their 
respective market segments. 

In the specialty tobacco products area — 
smoking tobacco, little cigars and chewing 
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Reynolds Industries has applied 
major financial resources to 
ensure continued growth in 
the domestic and international 
tobacco businesses. 
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tobacco — Reynolds Tobacco continued to lead 
in several categories. Prince Albert remained 
the nation’s leading smoking tobacco, while 
Winchester stayed atop the little cigar category 
and Days Work continued to lead all plug chew¬ 
ing tobaccos. By year-end, R.J. Gold, the 
company's loose leaf/plug product, was close 
to achieving leadership in its market segment. 

No other domestic tobacco company 
can match Reynolds Tobacco’s broad 
strength in the domestic cigarette market. 
The company is the only manufacturer with 
leading brands in every market segment. 

It has four of the 10 best-selling brands — 
Winston, Salem, Camel and Vantage — and 
two of the three fastest-growing major brands 
with Camel and More. It remains the leading 
marketer of low “tar" brands, the fastest- 
growing part of the industry, with three of the 
five leading low “tar" products in Winston 
Lights, Salem Lights and Vantage. 

We also continue to be the industry leader 
in successful new product introductions, a key 
to continued momentum. In the past two 
years, the industry has introduced 39 new cig¬ 
arette brands or brand styles nationally which 
now account for almost 6 percent of the 
market. The nine Reynolds Tobacco brands 
included in this group — Winston Ultra Lights 
and Salem Ultra Lights, both in 85mm and 
100mm; More Lights 100s regular and 
menthol; NOW 100s regular and menthol; and 
Camel Lights Hard Pack — account for about 
2 percent of the market. The remaining 4 
percent of the market was split among the 30 
brands introduced by our competitors. 

The solid performance of our established 
brands, our broad overall market position, our 

Lett: Advanced automated systems in RJR's new distribution 
center play a key role in productivity improvement. 

Above: Winston received aggressive promotional support in 
Malaysia, leading to a strong market share. 


continuing new product success and the 
overall strength we anticipate for total industry 
performance in coming years has led to our 
accelerating the implementation of the 
previously announced capital program for 
domestic tobacco. 

The 10-year program will include two new 
manufacturing facilities, a major expansion of 
our Whitaker Park complex, state-of-the-art 
production equipment and necessary support 
facilities. We anticipate that this program will 
account for about 40 percent of total R.J. 
Reynolds Industries’ capital outlays over the 
next five years. 

R.J. Reynolds also continued its growth in 
the international tobacco market where 
its 1981 unit volume increased 7.4 percent 
to 89 billion cigarettes. Sales were up 3.3 
percent to $2.16 billion, and earnings from 
operations were up slightly from $177.2 million 
to $178.5 million. The renewed strength of the 
U.S. dollar against foreign currencies had a 
negative impact of about $225 million on 
reported sales due to currency translation, 
and on reported EFO of about $21 million. 

In 1981, R.J. Reynolds Tobacco 
International grew faster than the industry 
as the 7.4 percent unit sales growth was 
more than three times the growth rate of 
the world cigarette market and exceeded the 
average of 5 percent annual unit growth 
achieved by the company during the past 
five years. Our brands outperformed the 
industry in most of the company's major 
markets, including Germany, Spain, France, 
Brazil and Malaysia. 

Most growth came from strong perform¬ 
ances by the company’s two full-flavor 
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Consumer tastes are segmenting 
in the world marketplace and 
RJR is well positioned to capitalize 
on this trend. 



American-blend cigarettes — Winston 
and Camel. 

Winston volume was up 7 percent, with 
especially strong performance in Spain, Puerto 
Rico, Malaysia (where the company 
successfully converted from an export base to 
local manufacture) and in the worldwide tax- 
free business. Winston was given substantial 
advertising and promotional support in test 
markets in Germany and Switzerland, and was 
relaunched in Mexico with expanded 
marketing support. 

Camel Filters is the fastest-growing 
brand in several key overseas markets, 
including Germany and Switzerland. Its 
volume outside the United States was up 
19 percent in 1981, a year that saw the 
brand move into five new markets. 

In markets where local brands dominate, 
Tobacco International also registered strong 
performances. In Canada, volume increased 
on the strength of Export family line extensions 
and Vantage, In Brazil, the River and Century 
brands helped the company achieve an 8 
percent volume increase in a year when the 
overall market decreased by 5 percent. 

To meet the increasing demand for low "tar” 
cigarettes, Tobacco International launched low 
"tar" products in five markets. Brand 
introductions included Vantage Lights in 
Canada, Century in Brazil and Vantage in 
Hong Kong. 

During the year, the company broadened its 
participation in several key markets. In Mexico, 
we signed an agreement increasing marketing 
support for Winston with CIGATAM, Mexico’s 
second-largest tobacco company. The results 


are encouraging. General distribution of Camel 
Filters began in Argentina for the first time as 
part of an agreement with the firm of Nobleza 
Piccardo, the leading cigarette company. 
Winston will be available in Venezuela as the 
result of an agreement with CATANA, the sec¬ 
ond-largest tobacco company. Tobacco 
International continues to develop its joint 
venture with the People’s Republic of China — 
the first such agreement between an Ameri¬ 
can tobacco company and China — which is 
providing local production of Camel Filters. 

Tobacco International entered 1982 in a 
strong position to take advantage of world cig¬ 
arette market trends toward American-blend 
and low "tar" cigarettes. The company’s two 
successful American-blend brands, Camel 
and Winston, its success in marketing local 
brands, its leadership in low "tar" technology 
and marketing techniques, and its ability to 
expand into new markets all point to continued 
growth well in excess of world market growth. 

R.J. Reynolds industries’ foods business, 
Del Monte, made major progress in its 
transformation from a production-oriented 
packer to a consumer-oriented producer 
and marketer of high-quality, value-added 
food products. The company carried out its 
plans, announced in 1980, to strengthen 
operations by closing seven processing plants, 
consolidating and streamlining production 
facilities, reducing inventories, and trimming 
low-margin, low-volume goods from its 
product line. Businesses that did not fit long- 
range plans were sold or offered for sale, 
including Alaska Packers Association, a 
seafood processor. 


Left: Innovative brand promotions continue, such as this 
Winston hot air balloon high above the Spanish countryside. 
Above: Century, a new low "tar" cigarette, was introduced 
with a personal touch in Brazil. 
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RJR continues the expansion of 
its foods and beverage business 
in marketplaces around the world. 



Del Monte's sales in 1981 rose to $2.33 
billion, an increase of 11 percent, while EFO 
increased to $100.0 million, up 11 percent. 
Affecting Del Monte's results were higher 
selling prices in domestic canned goods and 
LIFO inventory liquidation profits resulting from 
planned reduction of inventory levels. These 
gains were offset to a large extent by the 
impact of unfavorable currency exchange 
rates, and expenses connected with the 
company’s previously announced realignment 
of certain operations. 

The company continues to position 
itself for greater participation in the higher 
margin segments of the world food market. 
During the year, Del Monte acquired Morton 
Frozen Foods, obtaining the production 
capacity, know-how, and established broker 
network to facilitate a major move into the 
frozen entree business. Our Chun King 
Oriental frozen food already has a 31 
percent share of market in its segment, and 
our Patio brand of Mexican frozen foods 
is the nation’s number one brand in its 
category. Ethnic foods are scoring the high¬ 
est annual growth rates in the entire frozen 
food market. 

Our fresh fruit sales, which have grown 50 
percent over the past two years, are expected 
to continue as a major profit producer for Del 
Monte. Development of a new $35 million 
Costa Rican pineapple plantation — the 
largest capital project in Del Monte’s history — 
continued with limited commercial shipments 
of fruit to commence in 1983 and full-scale 
production scheduled by the end of the 
decade. The Costa Rican plantation will supply 


fresh pineapple to U.S. East Coast and 
western European markets. 

Del Monte is a much different company 
than it was when acquired in 1979. In 
addition to expanded fresh fruit and frozen 
food operations, management has 
identified a number of other opportunities 
for growth, including expansion of the 
beverage business in the United States and 
overseas, and continued development of 
canned food markets overseas. Throughout 
the United Kingdom, the Benelux and 
Scandinavia, Del Monte is the best-selling 
brand of canned fruits. In Japan, Del Monte 
is the best-known foreign label. 

We believe that Del Monte's record in 
1981, which came while the company was 
experiencing great change, demonstrates our 
commitment to the foods business. 

R.J. Reynolds Industries' energy subsidiary, 
Aminoil, again demonstrated dramatic growth 
in sales, earnings and stature within the 
energy industry. During the year, Aminoil 
strengthened its position as the nation’s third 
largest independent petroleum exploration 
and production company. 

Aminoil's 1981 sales increased to $1.37 
billion, an increase of 39 percent, and EFO 
rose to $246.8 million, up 35 percent. 

At year-end, Aminoil carried risk-adjusted 
proved and probable reserves of 289 million 
barrels of oil equivalent (BOE). This 
approximates the level of reserves acquired 
five years ago despite increased production 
levels — up 50 percent — during the five-year 
period. The current reserve-to-production ratio 
is 9.4 years. These reserves are worth about 


Lett: Pineapple harvesting is under way at Del Monte's new 
Costa Rican pineapple plantation. 

Above: The Del Monte brand, on display in Rome, Italy, is a 

familiar sight in many world markets. 1 
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Our commitment to the energy 
business is long term and will reflect 
a renewed emphasis on highly 
selective opportunities internationally. 



six times their 1976 cost, and represent a 
uniquely appreciating asset for the company. 

During 1981, Aminoil added substantially 
to its inventory of exploratory acreage by 
successfully bidding at two major offshore 
lease sales and by increasing domestic 
exploration acreage by 42 percent. The 
company acquired six tracts offshore 
California and 16 tracts in the Gulf of Mexico. 

Capital expenditures for exploration during 
1981 amounted to $184.3 million, an increase 
of 171 percent over 1980. The results of the 
exploration program enabled the company to 
attain its objective of finding 25 million BOE 
reserves during 1981. Domestic natural gas 
production increased by 4.6 percent to a level 
of 274.5 million cubic feet per day. 

During the year, Aminoil continued its suc¬ 
cessful joint-venture producing programs in 
Argentina and the Dutch North Sea. In 
December, Aminoil signed an agreement with 
the People's Republic of China, which permits 
the company to import refined gasoline from 
China to the United States. 

Aminoil improved its high exploratory suc¬ 
cess rate to 51 percent, surpassing its 1980 
rate of 42 percent. During the year, Aminoil 
drilled 102 wells of which 52 resulted in oil 
and gas discoveries. 

In the fourth quarter, Aminoil sold its natural 
gas liquids retailing operations, Amtane and 
Solar Gas, resulting in a gain. Aminoil will 
continue to wholesale liquefied petroleum gas 
(LPG), and will emphasize marketing LPG for 
higher-margin markets. 

Aminoil achieved record production vol¬ 
umes in its natural gas processing operations 


during 1981 and ranks among the 25 largest 
producers in the United States. The company 
acquired the remaining 30 percent interest 
in a gas processing plant in the East 
Chapa Field in Texas, and now owns eight 
such plants. 

The company's earnings from geothermal 
steam production were more than double the 
1980 level, reflecting the first full year of steam 
supply to the world’s largest geothermal electric 
generating plant in The Geysers area of 
northern California. Proved and potential steam 
reserves are equal to one-fourth of our total 
domestic petroleum reserves and their selling 
price is tied to the price of alternate fuels. 

In the next five years, more than a third 
of R.J. Reynolds Industries' capital 
spending will be in the energy business — 
the corporation's highest income growth 
business. This investment will secure 
increased acreage and exploration oppor¬ 
tunities, increased production, improved 
reserve positions, and other assets to keep 
Aminoil growing at an accelerated rate. 

In R.J. Reynolds Industries’ transporta¬ 
tion business, Sea-Land Industries 
Investments, substantial increases in 
revenues and EFO were realized from 
results of the transition to more fuel- 
efficient ships, volume and rate 
improvements, cost-reduction programs 
and more effective marketing efforts to 
secure higher-revenue cargoes. 

Sea-Land’s 1981 revenues rose to $1.62 
billion, up 15 percent, and EFO increased to 
$102.9 million, an increase of 56 percent. This 
performance reflected heavy and profitable 


Left An offshore rig illustrates Aminoil's expanded participation 
in exploration programs in the Gulf of Mexico. 

Above: Workers regulate steam pressure at Aminoil’s 

geothermal operations in northern California. 1 3 
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RJR’s transportation business 
combines a unique concept with 
a superior organization to con¬ 
sistently outperform the industry. 



volumes during the year in the transpacific and 
transatlantic trade lanes. Sea-Land’s earnings 
from operations have increased 77 percent 
since 1979. 

One Sea-Land cost-control program — an 
internal value analysis program — implemented 
in 1981 resulted in savings in excess of $5 
million. This program will provide savings to 
Sea-Land in succeeding years as well. 

During the year, Sea-Land sold six high- 
capacity, steam turbine-powered SL-7 
containerships to the U.S. Navy for $207 
million. Virtually all proceeds from the sale 
are being deposited in a tax-deferred, 
income-earning capital construction fund. 

As part of the agreement, the Navy retained 
an option to purchase the two additional 33- 
knot SL-7s in 1982. 

Use of Sea-Land’s 12 diesel-powered D-9 
containerships, introduced in 1980, coupled 
with the sale of the SL-7s, resulted in a much 
greater percentage of the Sea-Land fleet 
operating with economical diesel power, 
yielding a 25 percent savings in fuel. 

During 1981, long-term efforts to improve 
the labor climate in the maritime industry 
began to show results. There was not a single 
major work stoppage affecting Sea-Land’s 
operations in 1981, and the prospects for 
continued labor-management cooperation 
are encouraging. 

R.J. Reynolds Industries' capital spending 
devoted to Sea-Land will decline markedly 
over the next five years, and management 
expects Sea-Land to generate substan¬ 
tial cash flow and earnings during 
this period. 


Left: A Sea-Land container leaves Hong Kong, one of Sea- 
Land's 74 vessel ports of call worldwide. 

Above: One of nearly 700,000 containerloads of cargo moved 
by Sea-Land during 1981 is loaded on a chassis. 


The company’s newest subsidiary, R.J. 
Reynolds Development Corporation, was 
formed in January 1981 to create new growth 
by establishing a presence in areas of new or 
related consumer-oriented products and 
services which have superior growth poten¬ 
tial. The company also manages several 
established businesses including RJR Archer, 
Inc., Service Systems Corporation and RJR 
Technical Co. 

The Development Corporation added 
promising businesses to two of its 
operating units. Acquired for Service 
Systems in January 1982 was Stouffer 
Management Food Service, inc., which 
will increase Service Systems’ institu¬ 
tional foodservice operations by about 
20 percent. 

Also in January 1982, Schijpbach AG, a 
Swiss packaging firm, was acquired by RJR 
Archer to provide entry into the growing 
European flexible packaging market. 
Schijpbach's technology, products and 
markets are similar to those of Archer, and the 
company has an excellent reputation in 
Europe for high-quality, innovative packaging 
products such as the retort and beverage 
stand-up pouches. 

Robert W. Van Camp, an experienced 
consumer products executive, was appointed 
president and chief executive officer of the 
Development Corporation in September. 

Several other important management 
changes occurred during 1981. Edward A. 
Horrigan, Jr. was elected executive vice pres¬ 
ident of R.J. Reynolds Industries. Mr. Horrigan 
continues as a director of the parent 
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Global presence is not a catch 
phrase, but a goal for the 
entire organization. 



company and as chairman and chief executive 
officer of R,J. Reynolds Tobacco Company. In 
his new position, he also has responsibility for 
R.J. Reynolds Tobacco International. Gerald H. 
Long, previously executive vice president, was 
elected president and chief, operating officer of 
RJ. Reynolds Tobacco Company. 

Richard G. Landis was elected president- 
Pacific with responsibility to represent R.J. 
Reynolds Industries on a broad range of 
corporate and public issues in the 13-state 
western region of the United States and 
in the Pacific Basin. Richard H. Ward 
succeeded Mr. Landis as chairman and chief 
executive officer of Del Monte Corporation. 

Lester W. Pullen was elected president 
and chief executive officer of R.J. Reynolds 
Tobacco International in January 1982. 

Also during the year, John W. Hanley, 
chairman and chief executive officer of 
Monsanto Company, was elected a director. 

His election increases R.J. Reynolds Industries’, 
total board membership to 18 and increases 
non-management board membership from 
11 to 12. 

Theyear 1981 was the latest in a 
number of very good years for R.J. Reyn¬ 
olds Industries in terms of successful 
operations and strong growth in reported 
financial results. We believe that each 
and every one of our more than 85,000 em¬ 
ployees around the world played an important 
role in this success. My sincere gratitude is 
extended to every man and woman in the 
R.J. Reynolds organization for their 
performance in 1981. 


Finally, I would like to invite you to attend 
the 1982 annual meeting to be held at 2 pm. 
Wednesday, April 28. at the Hotel du Pont in 
Wilmington, Delaware. I look forward to meeting 
many of you there. 

Your continued interest in, and support of, 
the company through your investment has 
enabled R.J. Reynolds Industries to grow, 
prosper and Increase steadily the value of 
your holdings. We appreciate the quality of 
this relationship and plan to enhance it further 
in the years ahead. 



Chairman and Chief Executive Officer 
Winston-Salem, North Carolina : 
February 18,1982 


Top left, clockwise: J. Tylee .Wilson, president; Joseph F. Abely, Jr., 
vice chairman of the board; Richard G. Landis, president-Pacilic; 

Edward A. Horrigan, Jr., executive vice president. 17 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





R.J,REYNOLDS INDUSTRIES, INC. 

1 w - - i liimv* agaej* sum fJ ' a - J. 1 1 


. - - PRINCiP&Lf 


18 


R.J. REYNOLDS TOBACCO COMPANY 

(domestic tobacco) \ 

Winston-Selam, North Carolina " . 

Edward A, Horngan, Jr „ Chairman and Chief Executive QWaet 
Reynolds Tobacco Is the nation's largest manufacturer of - 
cigarettes sold In the United States. Reynolds Tobacco 
manufactures more than 20 brands In four major tobacco. 
product classifications; cigarettes, smoking tobacco, chewing 
tobacco and little cigars. 



RJ. REYNOLDS TOBACCO INTERNATIONAL, INC. 

(International tobacco) 

Winston-Salem, North Carolina 
Lester W. Pullen, President and Chief Executive Officer 
Tobacco International directs RJR's tobacco operations outside 
the United States. The company manufactures brands In nine 
foreign countries, has licensed manufacturing agreements In 
20 others, and exports produets from Wlnston*Salem. ■ 


DEL MONTE CORPORATION 
(foods and beverages) 

San Francisco, California 

Richard H. Ward, Chairman and Chief Executive Officer 
Del Monte Corporation, a diversified, 1 International foods 
company, Is the largest canner of fruits and vegetables In 
the United States. The Del Monte brand — a staple Item on 
grocery end cupboard shetves for over 60 years — enjoys 
an unequaled reputation for quality and value among 
consumers worldwide. 


AMINOIL USA, INC. 

(energy) 

Houston, Texas 

Qecrge E, Trimble, Chairman and ChleiExecutive Officer 
Amlnoll Is the third largest Independent petroleum ex¬ 
ploration and production company In the United States. 
Amlnoll produces and markets crude oil, natural gas and - 
other petroleum products, processes and sells natural 
gas, and develops and supplies geothermal steam as an 
energy source. 


SEA-LAND INDUSTRIES INVESTMENTS, INC. 

(transportation) 

Menlo Park, New Jersey 

Charles I, Hlltzhelmer, Chairman and Chief Executive Officer ■ 
Sea-Land Industries Investments, Inc. Is the parent com¬ 
pany of the world's largest container shipping company, 
Sea-Land pioneered containerized land-eea transportation,' 
the process by which goods are shipped In the same 
sealed and secured container via ship, train and truck. Con- ' 
talnerlzation has succeeded In taking advantage of 
seaport access as far Inland as rail and highways extend.' 
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RJ. REYNOLDS DEVELOPMENT CORPORATION ' 

Winston-Salem, North Carolina 

Robert W, Van Camp, President and Chief Executive Officer - 
The newest member of the RJR corporate family, R J. Reyrh 
olds Development Corporation, la responsible for seeking 
opportunities for growth for RJR by establishing a presence ■ 
in new or related consumer-oriented products and services,' 
and by generating additional growth from existing businesses 
assigned to it. RJR Development Corp. manages RJR Archer, ’ 
Inc., Service Systems Corp. and RJR Technical Co. 
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- .. Puerto Rico; Balbos, Panama 1 ■’ ■ . 
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Reynolds Tobacco markets Its products throughout the 
United States, The company's products are sold prin¬ 
cipally through a network of wholesale distributors; direct 
accounts such as large chain stores that operate centralized 
warehouses; vending machine distributors; and government 
contracts for military commissaries and post exchanges. 



Tobacco Internationa! markets Its more than 60 brands in 
160 countries and territories around the world. Primary 
markets Include Germany. Prance, Holland, Spain, Middle 
East, Canada, Brazil, Puerto Rico and Hong Kong. 


- Pt ; 1 MontA.maVktts mere than 15 C varieties, of canned end 
'• ■ dried ftuHsj wuii-fblcscs. canned wfecisiftea, tomato pro- .. 
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\ '■ Punci\ ChVM J>«f($p 0 .f!sntat focds,. Ratio Max loan foods and ‘ 
,'t>th%r pspWar products o <iSibuted reyiunaily. Del Monte fe - . 

1 ^m?Nwgrowdi'«nd-k!temaaoristt distributor of frashtruto, and 
' a^TOaruifwnn'wstrstdistribijtw frozen foods to the _•■'• 
kwb'wtioiaftrade. ■■• ■■'...- V 
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vts dcslys. i« h afuraUgas yrosesiwidficrudsroS. natural •' •; 

, gas petroleumgeodwri-rS-Fsteam . 
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^exsi{«go(j'aHdp?oduft!Qn,^ : '.V; : :.'-^'..'.-. ....... 


■'■' Coi-Lenifoc<»itaitreffesdsi3ifHj|i3'Srh'i operatesatostof '•■' 
./more'tfcsh ^aafsSpe^cl ^rait^'0,^ccnraiheisln ' 

V U : S;-snd tonsgnccmma^.iTheoorepafsy provides ■ - . 

containerized .wsjsh- ttvS c^eflsndrdjsrsspcd®®^ services 
; Mbng'itetMprfa-hsry'^ sranapacifk; routes'' 

_. fietwisori thtU.^.Wjfe'Cpsst amt.liajJfir. and other. Asian' _. ■ 
countries-,-iirid Kj^r$saibu$c routes btr.twegft.4fie U.S. East 
wVKl cUii? Cc3$)s cisra jiodhem Eure pc snd the Mediterranean. 


Del Monte's product lines are distributed in some 60 
countries. Over 80 percent is sold direct or through brokers 
and wholesalers to the grocery trade. The remainder is 
distributed through brokers to Institutional foodservlce Anns 
-or industrial roprocessors. 


Aminoil sei|s its domestic crude oil to refiners, and its natural 

- gas and condensate production to gas transmission 
cbmpsntes nationwide, but operates no refineries or service 

..stations. The company also engages in the wholesale 

- marketing of petroleum products and operates one of the 

. largest independent distribution systems on the West Coast 


Sea-Land serves more than 180 ports and cities In 56 
eountrSesand territories in North America (including Alaska, 
Central America and the Caribbean), northern Europe, the 
Mediterranean, the United Kingdom, the Middle East Near 
: East and Asia - 



tjrijii«U'jr,r; ago provides cc-ntr^.i.m5in?w%K»i englnscring . 
^^K-idrii^systernfV- • . .'■■ ' V-‘ 


Development Corporation's external markets consist of those 
related fo packaging products and institutional services. 
Primary packaging markets Include companies in the food 
and consumer goods industries. Institutional services 
mariiets include.cafeterias, restaurants and other business 
facilities in 30 states. 
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R. J. Reynolds Industries, Inc. 

Selected Five-Year Financial Data 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) 

1981 

1980 

1979 

1978 

1977 

Results of Operations 

Net sales and revenues . 

$11,691.8 

$10,354.1 

$8,935.2 

$6,709.2 

$6,431.5 

Earnings from operations. 

1,504.3 

1,269.4 

1,086.6 

906.6 

814.0 

Interest and debt expense . 

149.6 

127.3 

125.8 

71.4 

83.5 

Nonrecurring gains (losses). 

— 

(25.1) 

22.1 

— 

55.1 

Earnings before provision for 
income taxes . 

1,401.1 

1,139.2 

1,017.2 

854.3 

790.2 

Provision for income taxes. 

633.3 

468.8 

466.3 

412.4 


Net earnings . 

767.8 

670.4 

550.9 

441.9 


Net earnings per fully diluted 
common share . 

$ 7.03 

$ 6.12 

$ 5.05 

$ 4.29 

$ 4.10 

Other Data 

Dividends on common and preferred 
stocks . 

$ 290.2 

$ 254.5 

$ 224.7 

$ 179.3 

$ 166.7 

Dividends per common share . 

2.50 

2.175 

1.95 

1.7875 

1.6675 

Dividend payout percentage . 

35.3% 

35.0% 

37.3% 

39.7% 

38.3% 

Common Stock price range: 

High . 

$ 53 

$ 47% 

$ 36 

$ 32% 

$ 35% 

Low . 

40 7 /a 

27 

27 % 

26% 

29 

Net earnings as a percentage of 
net sales and revenues . 

6.6% 

6.5% 

6.2% 

6.6% 

6.6% 

General 

Number of stockholders at year-end . 

110,707 

114,141 

114,280 

111,580 

113,827 

Number of employees at year-end . 

85,776 

83,417 

79,487 

37,346 

36,705 
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Consolidated Net Sales $ 12,000 



Consolidated Earnings 800 

from Operations 





Management’s Discussion 
and Analysis 
Results of Operations 

Consolidated Sales and Earnings 

Consolidated net sales and revenues in 1981 
increased 13 percent to $11.69 billion, reflecting 
improved sales in all of the Company's lines of 
business. Earnings from operations rose 19 
percent in 1981 to $1.50 billion, due principally 
to strong performances in the domestic 
tobacco and energy businesses, as well as 
improvements in all of the Company's 
remaining businesses. 

Net earnings in 1981 increased 15 percent, 
to $768 million, while net earnings per fully 
diluted common share rose 91 cents to $7.03. 
The 1981 improvement in net earnings was 
achieved even though the Company had 
significantly lower levels of investment tax 
credits in 1981. This factor accounted for about 
35 cents per share less in 1981 when compared 
with the previous year. The year-to-year 
comparison is also affected by a nonrecurring 
loss of 13 cents per share included in the 1980 
results, which are discussed below. 

Net sales and revenues in 1980 were $10.35 
billion, an increase of 16 percent over the 
prior year. The 1980 consolidated results of 
operations included the first full-year results of 
Del Monte Corporation, acquired on February 
2,1979. Earnings from operations in 1980 were 
$1.27 billion, an increase of $183 million, or 17 
percent, over the prior year. 

Net earnings in 1980 increased $120 million, or 
22 percent, while net earnings per common 
share rose $1.07 to $6.12 in spite of the effects of 
a nonrecurring loss of 13 cents per share related 
to a write-down of certain containerships in the 
Company’s transportation business. (See Note 3 
to the Financial Statements.) 

In addition, net earnings in 1980 included 
the favorable effects of higher investment tax 
credits, primarily related to new diesel-powered 


containerships in the Company's transporta¬ 
tion business, and the effect of capitalizing 
certain interest costs, mandated for the first time 
in 1980 by the Financial Accounting Standards 
Board. The contribution of both factors to the 
1980 increase was approximately 66 cents per 
share. When compared with the previous year, 
these favorable factors were offset to some 
extent by a nonrecurring gain of 11 cents per 
share included in the 1979 results relating to the 
sale of the aluminum casting and rolling 
business in Huntingdon, Tennessee. 

(See Note 3 to the Financial Statements.) 

Over the past five years, net sales and 
revenues increased at an annual compound 
rate of 15 percent, earnings from operations 
increased by 14 percent a year, and net 
earnings grew at a rate of 17 percent annually. 

The percentage contributions of the 
Company's various lines of business to net 
sales and revenues and earnings from 
operations during the last five years were 
as follows: 

Net Sales and Revenues 



1981 

1980 

1979 

1978 

1977 

Domestic tobacco 

33% 

34% 

35% 

43% 

42°, <3 

International tobacco 

18 

20 

21 

23 

21 

Foods and beverages 

20 

20 

20 

4 

4 

Transportation 

14 

13 

14 

16 

15 

Energy 

12 

9 

7 

11 

15 

Other businesses 

3 

4 

3 

3 

3 


100% 

100% 

100% 

100% 

100% 

Earnings from Operations 


1981 

1980 

1979 

1978 

1977 

Domestic tobacco 

58% 

60% 

63% 

68% 

71% 

International tobacco 

11 

13 

13 

13 

12 

Foods and beverages 

6 

7 

11 

2 

3 

Transportation 

7 

5 

5 

13 

10 

Energy 

16 

14 

6 

2 


Other businesses 

2 

1 

2 

2 

2 


100% 

100% 

100% 

_ioo% 

joo% 


Effective January 1,1981, operational responsibility lor certain 
operations was transferred to a newly formed unit of the 
Company. (See "Other businesses" discussion on page 26 of 
this report.) Prior years' results have been restated to reflect this 
change. 
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Domestic Tobacco $ 1,000 
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Domestic Tobacco 

R. J. Reynolds Tobacco Company opera¬ 
tions include the manufacture and sale of 
tobacco products, principally cigarettes, in the 
United States. 

Domestic tobacco sales were $3.97 billion in 
1981, an increase of 13 percent over 1980. The 
sales increase was due to unit volume gains 
and higher selling prices. Unit volumes in 1981 
were up 2.7 percent compared with the previous 
year, establishing a sales record of 207.2 billion 
units, and achieved a market share of 33.1 
percent, up from 32.7 percent in 1980. This 
record reflects the continued strength of the 
company’s cigarette brands, most notably a 
strong performance by the Camel brand family, 
and the introduction of More Lights 100s early 
in July 1981. During 1981, the company 
continued its leadership in the growing low “tar" 
cigarette category (0-15 milligrams), increasing 
its share by 10.6 percentage points, to 45.7 
percent of this segment of the market. 

Earnings from operations rose 14 percent 
in 1981 to $914 million. The increase was 
attributable to the unit volume gains and higher 
selling prices noted above, which were more 
than sufficient to offset increased manufactur¬ 
ing costs and higher marketing and advertising 
expenses. Compared with a year ago, 
marketing and advertising expenses were about 
S104 million higher, principally as a result of 
aggressive advertising programs and the 1981 
introduction of More Lights 100s previously 
noted The 1981 earnings improvement also 
included a settlement of long-standing 
litigation, reported in the 1981 first quarter. 

Domestic tobacco sales were $3.52 billion 
m 1980. an 11 percent improvement over 1979. 
The sales increase was due to higher selling 
prices and a 1.2 percent increase in unit 


volumes, which was achieved in spite of the 
adverse effects on 1980 volumes of stepped-up 
customer orders in late December 1979 in 
anticipation of a price increase. The unit volume 
increase reflected the strong performance of 
virtually all cigarette brands. Unit volume in the 
low “tar" cigarette category showed an 11 
percent gain over 1979. 

Earnings from operations in 1980 increased 
$86 million to $801 million. This increase 
was principally due to the higher selling prices 
and volume improvement noted above, which 
more than offset increased operating costs, and 
higher marketing and advertising expenses 
which were approximately $93 million above the 
prior year level. The higher marketing and 
advertising expenses were largely the result of 
an aggressive program to support the success¬ 
ful repositioning of the NOW brand family and 
the introduction during the year of NOW 100s, 
Salem Ultra, Salem Ultra 100s and Camel Lights 
Hard Pack. 

International Tobacco 

R. J. Reynolds Tobacco International, Inc. 
manufactures and sells tobacco products in 
markets outside the United States. Products are 
currently manufactured in 25 countries by 
subsidiaries and licensees and are sold in more 
than 160 markets around the world. Sales 
include exports from the United States as well 
as products manufactured by foreign affiliates. 

International tobacco sales in 1981 were $2.16 
billion, an increase of 3.3 percent over the prior 
year. The sales increase reflected a 7.4 percent 
unit volume gain and higher selling prices, 
which were more than sufficient to offset the 
unfavorable effects of currency exchange rates 
in markets where sales are denominated in 
weakened foreign currencies. In translating 
foreign currency sales, unfavorable exchange 
rate movements, chiefly in Europe, reduced the 
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company’s U.S. dollar reported sales in 1981 by 
about $225 million. 

Earnings from operations in 1981 were $178 
million compared with $177 million in 1980. The 
marginal increase was due to the increased unit 
volumes and higher selling prices, and was 
achieved despite unfavorable foreign currency 
translation effects which totaled about 
$21 million. 

International tobacco sales in 1980 were $2.09 
billion, up 12 percent over 1979. Higher unit 
volume and selling price increases contributed 
about equally to the sales gain with unit volume 
and market share gains registered in most 
major markets of the world. Unit volume growth 
for the company as a whole, however, was 
somewhat below that of 1979 because of lower 
export shipments to the Middle East as a result 
of the political situation in Iran. 

Earnings from operations in 1980 rose to $177 
million, an increase of 19 percent over the prior 
year. The year-to-year gain was due primarily 
to higher unit volume and favorable pricing 
which more than compensated for inflationary 
cost increases. 

Foods and Beverages 

Del Monte Corporation manufactures and 
sells food and beverage products domestically 
and internationally. Food products are distrib¬ 
uted in about 60 countries and include Del 
Monte brand canned fruits and vegetables and 
fresh fruits, Hawaiian Punch beverages and 
drink mixes, Chun King Oriental-style foods and 
Patio Mexican frozen foods. In late February 
1981, the company acquired Morton Frozen 
Foods (a division of ITT Continental Baking 
Company), whose principal operations include 
the manufacture of frozen prepared foods. 


Food and beverage sales in 1981 were $2.33 
billion, an increase of 11 percent over 1980. The 
principal factors in the sales gain were higher 
selling prices, particularly in U.S. grocery 
products, and volume contributions by Morton 
Frozen Foods. 

Earnings from operations in 1981 rose 11 
percent to $100 million. The increase was 
primarily due to the higher selling prices in 
domestic canned goods and LIFO inventory 
liquidation profits of $22 million (resulting from 
planned reductions of inventory levels), which 
were offset to a large extent by the impact of 
unfavorable currency exchange rates and 
expenses connected with the company’s 
previously announced realignment of certain 
operations. Included in the 1980 results were 
two items (discussed below) which reduced 
earnings from operations in that year by 
approximately $17 million. 

Food and beverage sales in 1980 were $2.11 
billion, a 15 percent increase over 1979. The 
sales increase reflected the inclusion of Del 
Monte for the full 12 months of 1980 compared 
with only 11 months in 1979, as well as higher 
selling prices. Worldwide fresh fruit volume 
increased, while other food and beverage 
volumes combined were essentially unchanged 
from 1979 levels. 

Earnings from operations in 1980 were $90 
million, down 27 percent from 1979. The 
favorable pricing factors noted above were not 
sufficient for the company to recover higher 
costs for manufacturing, raw materials and 
marketing, particularly in domestic and 
European canned goods markets. Additionally, 
earnings from operations in 1980 were reduced 
by a $9.4 million provision for estimated 
expenses anticipated in connection with a 
planned consolidation and realignment of 
certain operations, and a $7.4 million charge for 
accrued vacation pay, resulting from the 
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adoption of Statement of Financial Accounting 
Standards No. 43. 

Food and beverage sales in 1979 were $1.83 
billion, up from $281 million in 1978. Substan¬ 
tially all of the sales increase was due to the 
1979 Del Monte merger. (See Note 17 to the 
Financial Statements.) 

Earnings from operations in 1979 rose $105 
million to $123 million. All of this gain was due 
to the merger previously noted, as earnings 
from operations in RJR Foods lines decreased 
as a result of higher manufacturing and 
marketing costs which could not be fully 
recovered through price increases. Earnings 
from operations in 1979 included an $11 million 
provision made during the fourth quarter 
for estimated expenses during the initial 
phases of integrating the Company's two 
foods operations. 

Transportation 

Sea-Land Industries Investments, Inc. invests 
in containerized ocean freight transportation 
services, and its Sea-Land Service, Inc. 
subsidiary, one of the world's leading container 
shipping companies, operates a fleet of 
containerships serving 124 ports in more than 
50 countries and territories. 

Transportation revenues were $1.62 billion in 
1981, a 15 percent improvement over the prior 
year. The revenue increase was largely due to 
higher shipping volumes in virtually all trade 
routes, with particularly strong gains in both the 
Pacific and North Atlantic trades. 

Earnings from operations in 1981 increased 
56 percent to S103 million. The higher earnings 
reflecteci the previously noted volume gains as 
well as productivity improvements and cost 
reduction programs. Earnings in 1981 also 
reflect a fourth quarter one-time charge of 


$10 million for settlement of certain litigation 
involving the ocean transportation of freight. 

In August 1981, an agreement was reached 
with the U.S. Department of the Navy for sale of 
six of the company’s eight SL-7 containerships 
and related equipment, together with an option 
for the Navy to purchase the remaining two 
vessels in 1982. The six containerships were 
subsequently sold in 1981 at their net book 
value. Under the terms of the agreement, the 
net proceeds from this sale will be deposited in 
a capital construction fund. (See Note 7 to the 
Financial Statements.) In the fourth quarter of 
1980, the company wrote down the carrying 
cost of these assets to their estimated realizable 
value pending such sale. The write-down was 
not included in 1980 earnings from operations, 
but was reported separately as a “nonrecurring 
loss.” (See Note 3 to the Financial Statements.) 
This sale is expected to have a favorable impact 
on the company's future operations since these 
vessels were not fuel-efficient. With the sale of 
the six SL-7 containerships, approximately 47 
percent of the company’s U.S.-flag fleet 
capacity is now comprised of modern diesel- 
powered containerships. 

Transportation revenues increased 16 
percent to $1.41 billion in 1980. This increase 
was principally due to higher shipping volumes, 
which accounted for more than one-half of the 
gain, and rate improvements along some trade 
routes. Overall cargo volumes in 1980 were 
favorably affected by gains associated with 
independent rate actions the company had 
taken in the eastbound transpacific trade after 
resigning from 12 shipping conferences late in 
the first quarter of 1980 and additional capacity 
provided by 12 new diesel-powered container- 
ships, all of which were placed in service 
during 1980. 

Earnings from operations rose 13 percent to 
$66 million in 1980. The higher earnings 
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reflected the increased volumes, rate 
improvements, and improved productivity and 
cost controls. These factors were sufficient to 
offset increased operating costs, a large portion 
of which was due to vessel and terminal 
operating expenses. 

Energy 

Aminoil USA, Inc. is primarily engaged in the 
exploration for and development, production 
and sale of crude oil and natural gas. 

At year-end 1981, the company's principal 
domestic producing properties were located 
onshore and offshore California, Louisiana and 
Texas. The company is active in the major 
producing basins in the mid-continent and 
produces geothermal steam for electric power 
generation in California. Aminoil also has 
foreign operating interests in Argentina and the 
Dutch North Sea. 

Energy sales in 1981 were $1.37 billion, up 39 
percent from the previous year. The sales gain 
was principally the result of higher selling prices 
in all areas of the business, particularly for 
domestic crude oil, and higher petroleum 
product volumes. 

Earnings from operations rose to $247 million 
in 1981, an increase of 35 percent from the prior 
year. The principal factors in the increase were 
the pricing gains and increased volumes noted 
above, which were more than sufficient to offset 
increased operating expenses and higher 
charges against earnings for depreciation, 
depletion and amortization. Earnings in 1981 
included a favorable settlement of certain 
pricing issues, which arose in prior years, a gain 
on the sale of the company’s liquefied 
petroleum gas retail marketing operations, and 
other adjustments, totaling $19 million. 

Increased production and higher prices from 


the company's geothermal steam operations 
also contributed to the 1981 earnings gain. 

The favorable impact of the accelerated 
decontrol of domestic crude oil prices was 
offset to a large extent by increased "Windfall 
Profit" tax, which became effective March 1, 

1980. The charge against earnings for this tax 
amounted to $123 million in 1981 compared 
with $34 million in 1980. 

Energy sales were $985 million in 1980, an 
improvement of 57 percent when compared 
with 1979. The improvement was due primarily 
to higher prices for crude oil, natural gas. and 
natural gas liquids, which were associated with 
more favorable domestic energy regulations, as 
well as increased volumes of natural gas liquids 
and higher domestic natural gas and crude 
oil production. 

Earnings from operations rose to $183 million 
in 1980, up sharply from $66 million in the 
previous year. The increase was due to the 
pricing gains and increased production noted 
above, which more than offset increased 
operating expenses and higher charges against 
earnings for exploration costs and for 
depreciation, depletion and amortization. In the 
fourth quarter of 1980, the company adopted 
the LIFO method of valuing certain natural gas 
product inventories which were previously 
valued using the average cost method. The 
change, which was made to more closely match 
current costs with current revenues, had the 
effect of decreasing earnings from operations in 
1980 by $3.9 million. As previously noted, the 
company’s earnings in 1980 included a charge 
of $34 million for the “Windfall Profit" tax. 

The company's 1979 operating results did not 
include production from its operating interest as 
a member of the crude oil consortium in Iran, 
where oil supply agreements were unilaterally 
abrogated by the government of Iran during the 
latter part of 1978. Compared with 1978, sales in 
the energy business were down $76 million to 
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$628 million. The decrease was primarily due to 
the complete loss of production in Iran and the 
sale on January 1,1979, of a heating oil 
distribution business. (The 1978 sales included 
$237 million attributable to these operations.) 

Earnings from operations in 1979 were up 
$48 million, to $66 million, when compared with 
the prior year. The gain was due to continued 
natural gas production increases, higher oil and 
gas prices associated with new domestic energy 
regulations and internal profit improvement 
programs. During the fourth quarter of 1979, the 
company adopted the LIFO method of valuing 
certain product inventories which were 
previously valued using the FIFO method. The 
change, which was made to more closely match 
current costs with current revenues, decreased 
earnings from operations by $3.8 million 
in 1979. 

Other Businesses 

Effective January 1, 1981, operational 
responsibility for RJR Archer, Inc., the Com¬ 
pany's packaging products business, and 
Service Systems Corporation was transferred to 
a new business unit of the Company — R. J. 
Reynolds Development Corporation. Service 
Systems Corporation (formerly included in the 
foods and beverages line of business) manages 
foodservice facilities and provides contract 
maintenance, engineering, and security systems 
for businesses and institutions. The operating 
results and other financial data of these units 
are now included in the “Other businesses" 
captions shown in the Company’s lines of 
business data appearing on pages 46 and 47 of 
this report. Prior years' results of operations 
have been restated to reflect this change. 

Interest and Debt Expense 

Interest and debt expense in 1981 was $150 
million compared with $127 million in 1980. The 


increase was primarily due to higher short-term 
interest rates, lower amounts of capitalized 
interest cost and incremental interest incurred 
on $150 million of 10.45% Notes, which were 
issued in June 1980. Interest and debt expense 
in 1980 increased slightly over the $126 million 
reported in 1979. Total interest cost incurred in 
1981 was $181 million compared with $163 
million in 1980, of which $31 million and $36 
million, respectively, was capitalized. 

The weighted average annual short-term 
interest rate (aggregate short-term interest 
expense as a percentage of the daily average 
balance of interest-bearing short-term debt) 
was 17.8 percent in 1981 compared with 14.2 
percent in 1980. 

Interest and debt expense was $126 million in 

1979 compared with $71 million in 1978. The 
increase in 1979 was principally attributable to 
the Del Monte merger and higher short-term 
interest rates. 

Provision for Income Taxes 

The provision for income taxes, as a 
percentage of earnings before taxes, was 45.2 
percent in 1981 compared with 41.2 percent in 

1980 and 45.8 percent in 1979. The relatively low 
1980 effective tax rate was due largely to higher 
investment tax credits that resulted primarily 
from expenditures associated with new 
containerships in the Company's transportation 
business. (See Note 11 to the Financial 
Statements.) 

The lower tax rate in 1979, when compared 
with 48.3 percent in 1978, resulted primarily 
from a reduction of the statutory U.S. federal 
corporate income tax rate from 48 percent to 46 
percent and the inclusion of Del Monte’s foreign 
earnings, which are taxed at rates lower than 
the U.S. federal corporate income tax rate. 
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R. J. Reynolds Industries, Inc. 

Selected Five-Year 
Financial Condition Data 


(Dollars in Millions Except Per Share Amounts) 

1981 

1980 

1979 

1978 

1977 

Cash flow from operations . 

$1,270.3 

$1,171.0 

$ 976.8 

$ 759.1 

S 722.1 

Total current assets . 

$3,986.9 

$3,641.5 

$3,201.2 

$2,140.9 

$2,020.5 

Total current liabilities . 

1,971.2 

1,809.8 

1,484.6 

802.5 

840.9 

Working capital . 

$2,015.7 

$1,831.7 

$1,716.6 

$1,338.4 

$1,179.6 

Current ratio . 

2.0 

2.0 

2.2 

2.7 

2.4 

Total assets . 

$8,096.0 

$7,355.3 

$6,421.9 

$4,615.5 

$4,334.0 

Return on average total assets (i) . 

10.9% 

10.7% 

11.1% 

10.7% 

10.8% 

Long-term debt (including current 
maturities) . 

$1,151.3 

$1,169.1 

$1,075.9 

$ 805.2 

$ 842.7 

Series A Cumulative Preferred Stock . 

342.1 

342.1 

342.1 

— 

— 

$2.25 Convertible Preferred Stock. 

3.0 

3.8 

13.6 

28.4 

31.5 

Common stockholders' equity. 

3,926.5 

3,445.4 

2,997.8 

2,629.5 

2.360.2 

Total capital . 

$5,422.9 

$4,960.4 

$4,429.4 

$3,463.1 

$3,234.4 

Return on average total capital ( 2 ) . 

16.2% 

15.6% 

15.6% 

14.3% 

14.7% 

Total long-term debt as a percentage 
of total capital (3) . 

21.2% 

23.6% 

24.3% 

23.3% 

26.1% 

Return on average common 
stockholders' equity . 

20.0% 

19.9% 

18.5% 

17.5% 

18.8% 

Capital expenditures . 

$ 770.1 

$ 897.9 

$ 684.3 

$ 383.4 

$ 284.6 

Book value per common share . 

$ 37.63 

$ 33.10 

$ 29.60 

$ 27.06 

S 24.48 


(1) Net earnings plus after-tax interest and debt expense divided by average total assets. 

(2) Net earnings plus after-tax interest and debt expense divided by average total capital. 

(3) At December31,1981,1980and 1979, thesum of total long-term debtand the Series A Cumulative Preferred Stock as a percentage of 

total capital v/as 27.5 percent, 30.5 percent and 32.0 percent, respectively._ 


Financial Condition 


Cash Flow from Operations 

Cash flow provided by operations was $1.27 
billion in 1981 compared with $1.17 billion in 
1980, $977 million in 1979 and $759 million in 
1978. Most of the 1981 increase in cash flow 
from operations, as well as the 1980 
improvement over 1979, was due to a higher 
level of earnings. The increase in 1979 
compared with 1978 resulted primarily from the 
1979 Del Monte merger. 

Internally generated cash flow from 
operations is the principal source of funds 
available to the Company. Over the past five 
years, cash flow provided by operations totaled 
$4.90 billion. The domestic tobacco business 
has provided nearly half of this five-year total, 


although significant contributions have been 
made during this period by the Company's 
energy business ($1.12 billion) and transporta¬ 
tion business ($865 million). Cash flow provided 
by operations has exceeded the sum of capital 
expenditures and cash dividends paid during 
the last five years (see following chart), leaving 
approximately $764 million of internally 
generated funds available for other Company 
purposes. This performance was achieved in 
spite of heavy capital investment in recent years 
in the Company's capital intensive transporta¬ 
tion and energy businesses. 
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Cash Flow from Operations, Capital 
Expenditures and Dividends Paid 

l Dollars in Millions) 



Because management considers cash flow 
provided by operations to be an important 
measure of the financial strength of the 
Company, the lines of business data starting on 
page 46 of this report include information on 
cash flow from operations for each of the 
Company’s businesses. 

Working Capital and Liquidity 

At December 31, 1981, the Company's work¬ 
ing capital was $2.02 billion compared with 
S1.83 billion in 1980 and $1.72 billion in 1979. 

The Company’s major sources of working 
capital were derived from a higher level of funds 
generated by operations and commercial paper 
classified as long-term debt under revolving 
credit agreements. Working capital was used 
principally for capital spending commitments 
and paying cash dividends. 

The current ratio at December 31,1981 and 
1980 was 2.0 and has averaged 2.1 over the past 
three years. This ratio provides an important 
indicator of the Company’s ability to meet its 
short-term obligations. The Company's 
favorable liquidity position at year-end 1981 is 
further illustrated by the fact that almost one- 
half of total assets are current, a major portion 
of which are carried at values substantially less 
than current market, or replacement value, 
under the LIFO method of valuing inventories. 
The current replacement value of these 
inventories was approximately $1.40 billion 
more than the amounts at which they were 
carried on the 1981 balance sheet. (See Note 5 
to the Financial Statements.) 

The Company’s cash and short-term invest¬ 
ments position at year-end 1981 was $61 million 
compared with $188 million in 1980. The 1981 
amount has been reduced by $194 million of 


cash and short-term investments, which have 
been classified for financial reporting purposes 
on the balance sheet in the caption entitled 
"Capital construction fund.” This amount 
represents net proceeds, received as of 
December 31,1981, from the sale of six SL-7 
containerships. Under the terms of the 
agreement, the net proceeds will be deposited 
in this fund in 1982. (See Notes 4 and 7 to the 
Financial Statements.) The Company believes 
that this arrangement will not affect its liquidity 
condition and expects to have continued access 
to short-term and long-term credit markets to 
finance future working capital requirements, 
should such funds be needed. 

Short-term debt at year-end 1981 was $494 
million compared with $514 million in 1980 and 
$395 million in 1979. The lower 1981 amount, 
when compared with 1980, resulted from the 
classification of certain commercial paper as 
long-term debt under revolving credit 
agreements, based upon the Company’s 
intention to continue that amount of debt in 
some form for more than one year. (See Note 
10 to the Financial Statements.) The increase in 
1980, compared with 1979, principally reflected 
higher borrowings to fund a higher level of 
capital expenditures in 1980 and for seasonal 
working capital needs. Short-term debt at year- 
end 1979 increased $321 million over the prior 
year. The increase primarily reflects higher 
seasonal borrowings related to Del Monte and a 
higher level of capital expenditures in 1979. 

During 1981, the Company continued to 
maintain revolving credit agreements with 
various banks. The credit available through 
these agreements ensures the availability of 
significant financial resources allowing 
operational flexibility. (See Notes 8 and 10 to 
the Financial Statements.) The Company relies 
on commercial paper, backed by bank credit 
facilities, to fund seasonal working capital 
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requirements. The Company’s commercial 
paper carries the highest ratings available. 

The substantial increase in working capital at 
December 31,1979, when compared with the 
prior year, was primarily due to the 1979 
Del Monte merger. (See Note 17 to the 
Financial Statements.) 

For an analysis of changes in working capital 
for the past three years, see the Consolidated 
Statements of Changes in Financial Position on 
page 35 of this report. 

Long-term Capital Resources 

Long-term debt (including current maturities) 
at year-end totaled $1.15 billion, $18 million less 
than the year-end 1980 amount. The decrease 
was due primarily to normal debt repayments 
during the year made with cash generated from 
operations. All of the Company's publicly issued 
long-term debt carries AA/Aa ratings. (See Note 
10 to the Financial Statements.) 

At year-end 1980, long-term debt (including 
current maturities) was $1.17 billion, an increase 
of $93 million over the prior year. The increase 
was due principally to the issuance in June 1980 
of $150 million of 10.45% Notes. The proceeds 
from this debt were added to the general funds 
of the Company and were used to reduce short¬ 
term indebtedness incurred for working capital 
and capital expenditures. 

At year-end 1979, long-term debt (including 
current maturities) was $1.08 billion, an increase 
of $271 million over the prior year. The increase 
was principally attributable to the Del Monte merger. 

In February 1979, the Series A Cumulative 
Preferred Stock, which is redeemable over a 
seven-year period beginning in 1985, having a 
total value of $342 million, was issued in 
connection with the Del Monte merger. (See 
Notes 13 and 17 to the Financial Statements.) 

At December 31,1981 and 1980, total long¬ 
term debt as a percentage of total capital (the 


sum of total long-term debt, preferred stocks 
and common stockholders' equity) was 21 
percent and 24 percent, respectively, and has 
averaged 24 percent for the last five years. (At 
December 31, 1981 and 1980, the sum of total 
long-term debt and the Series A Cumulative 
Preferred Stock as a percentage of total capital 
was 28 percent and 30 percent, respectively.) 
The Company believes it has the ability to raise 
adequate funds for ongoing requirements in the 
long-term debt market without impairing 
present credit ratings, should those funds 
be needed. 

Capital Expenditures 

Capital expenditures in 1981 were $770 
million compared with $898 million in 1980 and 
$684 million in 1979. The higher amount in 1980 
was primarily due to the construction of new 
containerships in the transportation business. In 
1980, the Company began capitalizing interest 
expenditures as part of the cost of certain long¬ 
term construction projects. (See Note 2 to the 
Financial Statements.) 

In the domestic and international tobacco 
businesses, capital expenditures during 1981 
were $166 million. More than three-fourths of 
this amount was spent in the domestic tobacco 
business, principally for the expansion and 
modernization of cigarette manufacturing 
facilities and for replacement of equipment. 
Expenditures were made in connection with the 
company's previously announced 10-year 
facilities construction and modernization plan, 
which includes the construction of new 
manufacturing facilities in the Winston-Salem, 
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and Dividends Per Common Share (Dollars) 



North Carolina, area. The new manufacturing 
facilities are expected to provide improved 
product quality, greater productivity and 
increased capacity. In the international tobacco 
business, capital expenditures in 1981 were 
made for manufacturing capacity expansion 
and upgrading programs. 

Capital expenditures in the foods and 
beverages business amounted to $90 million in 
1981, principally for maintenance of food 
processing facilities. 

Transportation capital expenditures in 1981 
were $80 million, primarily for containers and 
rolling stock, compared with $381 million in 
1980. Substantially all of the higher 1980 
amount was spent for vessels, containers and 
other marine equipment, the final phase of the 
company's major modernization program 
begun in 1978. That program also included the 
construction of 12 new diesel-powered 
containerships. Total expenditures for this pro¬ 
gram in 1980 were $278 million. 

Total capital spending in the Company’s 
energy business was $469 million in 1981. Of 
this amount, approximately $77 million 
represented evaluation and exploration costs 
which were charged against earnings as 
incurred. Substantially all of the energy 
expenditures related to exploration for and 
development of domestic energy sources. 

During 1981, the Company also invested $42 
million in its other operations. 

During the past five years, capital expen¬ 
ditures have totaled nearly $3.02 billion. Over 
the next three years, capital expenditures 
(including capitalized interest costs) are 
projected to total approximately $4.10 billion. Of 
this amount, about $1.60 billion is estimated to 
be invested in the energy business, $1.60 billion 
ih the domestic and international tobacco 


businesses, $400 million in the transportation 
business, $350 million in the foods and 
beverages business and about $150 million in 
other operations. 

The Company expects to satisfy its capital 
needs using funds generated from operations 
supplemented by external financing. The nature 
and timing of external financing will vary 
depending largely upon the Company’s 
evaluation of existing financial market 
conditions and other economic factors. 


Dividend and Stock Prices 

In the fourth quarter of 1981, the Company 
increased the quarterly dividend on Common 
Stock from 60 cents to 70 cents per share. The 
dividend payment per common share has 
increased each year for the past 28 years except 
for 1971, when the Company was prevented 
from making dividend increases because of 
federal economic guidelines. Dividends have 
been paid for 82 consecutive years. During 
1981, dividends declared on the common and 
preferred stocks totaled a record $290 million. 

Since the issuance of the $2.25 Convertible 
Preferred Stock in May 1969 and the Series A 
Cumulative Preferred Stock in February 1979, 
the Company has paid all regular quarterly 
dividends at the rate of 56’/4 cents and $1,025 
per share, respectively. The payment of 
dividends is subject to the restrictions disclosed 
in Note 10 to the Financial Statements. 

The Company’s common and preferred 
stocks are traded on the New York Stock 
Exchange (trading symbol: RJR). The 
approximate number of shareholders of record 
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at December 31,1981 was: Common Stock — 
103,567; $2.25 Convertible Preferred Stock — 
1,755; Series A Cumulative Preferred 
Stock — 5,385. 

The following table sets forth the dividends 
paid per share of Common Stock and the high 
and low sales prices of the Common Stock, the 
$2.25 Convertible Preferred Stock and the 
Series A Cumulative Preferred Stock during 
the last two years: 

$2.25 Series A 
Convertible Cumulative 
Preferred Preferred 

Common Stock _ Stock _ Stock 

Market Price Market Price Market Price 
Quarters Dividends (High-Low) (High-Low) (High-Low) 


1981 


First 

$ .60 

49V.-40 7 /. 

124-107 

43%-41% 

Second 

.60 

47%-42'/a 

117-106 

43V»-40% 

Third 

.60 

53 -44Y« 

132-110 

41V«-35*/. 

Fourth 

.70 

51 14-46% 

127-118 

40Vi-36'/2 

Year 

$2.50 

53 -40% 

132-106 

43V.-35 5 /. 

1980 





First 

$ .52% 

3614-27 

85-66 

47 -3614 

Second 

.52 % 

3914-28% 

95-66 

48 -3614 

Third 

.52 V4 

42%-3614 

103-89 

4714-43 

Fourth 

.60 

47%-3814 

116-94 

4414-41 

Year 

$2.17% 

47%-27 

116-66 

48 -36% 


Inflation 

Although the rate of inflation has moder¬ 
ated during 1981, it continues to have a 
significant impact on the U.S. economy. The 
Company has traditionally taken steps to 
reduce the effects of inflation on its business. 

For example, sales price increases and cost 
controls have been implemented in order to 
maintain profit margins. Additionally, the LIFO 
inventory method is used for the major portion 
of the Company's inventories. 

Inflation adjusted data is presented on 
pages 49 through 52 of this report using the two 
experimental methods, current cost and 
constant dollar, required by the Financial 
Accounting Standards Board. Both methods are 
still in a developmental stage and neither 
approach should be considered to reflect a 
precise indication of the effect of inflation on 
the Company. However, the Company believes 
that current cost is the better measure. 

Current cost net earnings were lower than 
historical cost principally because of increased 
depreciation, depletion and amortization 
charges associated with the current cost 
increase in property, plant and equipment. The 
higher current cost of net assets over historical 
cost is primarily due to the increase in value of 
inventories and property, plant and equipment. 
(See bar charts above.) 

The pie charts above compare historical cost 
and current cost earnings before provision for 
income taxes. The current cost percentage of 
these earnings retained for growth is 
substantially lower than the historical 
percentage because the amount of income 
taxes and dividends paid remains the same 
under either presentation. (Dividends are paid 
in current year dollars and present tax laws 
do not permit an adjustment to income taxes 
for inflation.) 
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R. J. Reynolds Industries, Inc. 

Consolidated 
Financial Statements 


Statements of Earnings and Earnings 
Retained and Statements of Changes in Finan¬ 
cial Position for the Years Ended December 31, 
1981,1980 and 1979 and Balance Sheets as of 
December 31,1981 and 1980. 

The Summary of Significant Accounting 
Policies below, the Notes to Consolidated 
Financial Statements on pages 37 through 44, 
the Lines of Business and Geographic Data for 
1981,1980 and 1979 on pages 46 through 48, 
the Inflation Accounting Data on pages 49 
through 52, and the Oil and Gas Data on pages 
53 through 58 are integral parts of the 
accompanying financial statements. 


Summary of Significant 
Accounting Policies 


This summary of significant accounting 
policies is presented to assist in understanding 
the Company’s financial statements included in 
this report. These policies conform to generally 
accepted accounting principles and have been 
consistently followed by the Company in all 
material respects. 

Consolidation 

The Company includes in its consolidated fi¬ 
nancial statements the accounts of the parent 
and all subsidiaries. 

Inventories 

In ail of the Company's businesses, 
inventories are stated at the lower of cost or 
market; however, various methods are used for 
determining cost as described below. 

In the domestic tobacco business, the cost of 
inventories is determined principally by the 
LIFO method. Inventory costs in the 
international tobacco business are determined 
under various methods, principally LIFO and 
average cost. In accordance with recognized 
trade practice, stocks of tobacco which must be 
stored and cured for more than one year are 
classified as current assets. 
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In the foods and beverages business, the cost 
of domestic inventories is determined using 
principally the LIFO method. The cost of 
remaining inventories is determined using the 
FIFO and weighted average methods. 

The cost of materials and supplies used in the 
transportation business is determined by the 
FIFO method, 

During 1980 and 1979, the energy business 
adopted the LIFO method for determining the 
cost of certain product inventories. These 
changes did not have a material effect on the 
Company’s consolidated financial statements. 
The cost of the remaining inventories is 
determined by the average cost method. 

Exploration and Development Costs 

The Company follows the "successful efforts" 
method of accounting for exploration and 
development costs incurred in oil and gas 
producing activities. 

Depreciation, Depletion and Amortization 

Except as noted below, properties and 
equipment in all businesses are depreciated 
principally by the straight-line method. 

Depreciation, depletion and amortization of 
capitalized costs in the energy business are 
generally amortized on the unit-of-production 
method based on an estimate of the related 
proved reserves. 

Intangible Assets 

The excess of cost over net assets of 
businesses acquired subsequent to October 31, 
1970 is being amortized over periods not 
exceeding 40 years. Generally, amounts 
recorded prior to that date are not being 
amortized, but are adjusted through charges 
against earnings if the Company believes 
permanent impairment of the value of these 
assets has occurred. 

Trademarks and other intangible assets are 
generally being amortized on a straight-line 
basis over a 40-year period. 


Income Taxes 

The Company uses the flow-through method 
in accounting for investment tax credits, 
whereby the provision for income taxes is 
reduced in the year the tax credits first 
become available. 

Earnings Per Share 

Primary earnings per share are determined 
by dividing net earnings applicable to 
Common Stock by the average number of 
common shares and equivalent common 
shares outstanding. 

Fully diluted earnings per share are 
calculated assuming that all shares of the $2.25 
Convertible Preferred Stock outstanding during 
the year were converted into Common Stock at 
the beginning of the year and the conversion 
proceeds used to purchase treasury common 
shares at the higher of the average daily price 
or year-end closing price of the Common 
Stock. The preferred dividends paid on the 
Series A Cumulative Preferred Stock (see Note 
13) are deducted from net earnings to 
determine net earnings applicable to Common 
Stock on a fully diluted basis. 

Foreign Currency Translation 

The Company follows the provisions of 
Statement of Financial Accounting Standards 
No. 8, in accounting for the translation of 
foreign currency transactions and foreign 
currency financial statements. 


Sales and Revenues 
Sales of products, which include certain 
excise taxes (see Note 1), are recognized in 
income as customer shipments are made. 
Transportation revenues and related vessel 
voyage expenses are generally recognized at 
the commencement of a voyage. 

Other Income and Expense 
The Company includes in “Other income 
(expense), net" items of a financial nature, 
principally interest income. 


33 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



R. J. Reynolds Industries, Inc. 

Consolidated Statements 
of Earnings and Earnings Retained 

For the Years Ended December 31 


(Dollars in Millions Except Per Share AmountsJ 

1981 

1980 

1979 

Net sales and revenues (Note 1): 

Net sales . 

Operating revenues . 

. $10,068.7 

. 1,623.1 

$ 8,940.4 
1,413.7 

$7,714.8 

1,220.4 


Costs and expenses: 

11,691.8 

10,354.1 

8,935.2 

Cost of products sold. 

7,007.5 

6,320.8 

5,505.5 

Operating expenses . 

1,310.4 

1,146.1 

985.0 

Selling, advertising, administrative and general expenses _ 

1,869.6 

1,617.8 

1,358.1 


Earnings from operations. 

Interest and debt expense (Note 2) . 

Other income (expense), net .. 

. 1,504.3 

. (149.6) 

. 32.3 

1,269.4 

(127.3) 

22.2 

1,086.6 

(125.8) 

24.1 


1,387.0 

1,164.3 

984.9 

Foreign currency gains . 

Nonrecurring gain (loss) (Note 3) . 

. 14.1 

(25.1) 

10.2 

22.1 

Earnings before provision for income taxes . 

Provision for income taxes (Note 11) . 

. 1,401.1 

. 633.3 

1,139.2 

468.8 

1,017.2 

466.3 

Net earnings . 

Less preferred dividends . 

. 767.8 

. 29.6 

670.4 

30.6 

550.9 

30.7 

Net earnings applicable to Common Stock. 

Earnings retained at beginning of year. 

Cash dividends on Common Stock. 

. 738.2 

. 2,978.7 

. 260.6 

639.8 
2,562.8 

223.9 

520.2 

2,236.6 

194.0 

Earnings retained at end of year. 

. $ 3,456.3 

$ 2,978.7 

$2,562.8 


Net earnings per common share: 


Primary . 

. $ 7.08 

$ 6.23 

$ 5.23 

Fully diluted . 

Average number of common shares 

. 7.03 

6.12 

5.05 

outstanding (in thousands): 

Primary . 

. 104,251 

102,709 

99,521 

Fully diluted . 

. 105,046 

104,735 

103,947 
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R. J. Reynolds Industries, Inc. 

Consolidated Statements 
of Changes in Financial Position 

For the Years Ended December 31 


(Dollars In Millions) 

1981 

1980 

1979 

Working capital was provided by: 




Operations: 




Net earnings . 

. $ 767.8 

$ 670.4 

S 550.9 

Depreciation, depletion and amortization . 

. 392.6 

363.2 

312.2 

Deferred income taxes . 

. 98.6 

83.5 

72.0 

Other .. 

. 11.3 

53.9 

41.7 

Total from operations . 

. 1,270.3 

1,171.0 

976.8 

Proceeds from long-term debt. 

. 148.4 

198.2 

165.6 

Proceeds from issuance of Company’s 




stocks (Notes 13 and 14) . 

. 3.5 

31.6 

388.8 

Disposals of property, plant and 




equipment (Note 7) . 

. 229.8 

34.4 

70.6 


1,652.0 

1,435.2 

1,601.8 

Working capital was used for: 




Capital expenditures. 

. 770.1 

897.9 

684.3 

Cash dividends. 

. 290.2 

254.5 

224.7 

Capital construction fund (Notes 4 and 7). 

. 193.8 

— 

— 

Long-term debt becoming currently payable. 

. 133.0 

138.5 

114.9 

Net increase in long-term assets from acquisition of 




Del Monte Corporation (Note 17) . 

. — 

— 

167.7 

Other . 

. 80.9 

29.2 

32.0 


1,468.0 

1,320.1 

1,223.6 

Increase in working capital . 

. $ 184.0 

$ 115.1 

$ 378.2 

Analysis of change in working capital: 




Increase (decrease) in current assets: 




Cash and short-term investments. 

. $ (127.6) 

$ 23.5 

$ 50.5 

Accounts and notes receivable ... 

. 137.8 

204.5 

232.5 

Inventories . 

. 322.3 

192.9 

757.8 

Prepaid expenses. 

. 12.9 

19.4 

19.5 

Decrease (increase) in current liabilities: 




Notes payable. 

. 20.4 

(119.0) 

(321.0) 

Accounts payable and accrued accounts. 

. (105.3) 

(185.3) 

(324.7) 

Current maturities of long-term debt . 

. 10.8 

(36.2) 

(21.8) 

Income taxes accrued. 

. (87.3) 

15.3 

(14.6) 

Increase in working capital . 

. $ 184.0 

$ 115.1 

$ 378.2 
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R. J. Reynolds Industries, Inc. 

Consolidated Balance Sheets 

December 31 


(Dollars in Millions) 1981 1980 

ASSETS 
Current assets: 

Cash and short-term investments (Note 4) . $ 60.7 $ 188.3 

Accounts and notes receivable 

(less allowances of $48.3 and $40.2, respectively) . 1,157.4 1,019.6 

Inventories (Note 5) . 2,694.1 2,371.8 

_Prepaid expenses. 74.7 _ 61.8 

Total current assets. 3,986.9 3,641.5 

Property, plant and equipment — at cost (Notes 6,7 and 15). 5,266.5 4,901.2 

Less depreciation, depletion and amortization . 1,816.5 1,636.5 

Net property, plant and equipment . 3,450.0 3,264.7 

Capital construction fund (Notes 4 and 7) . 193.8 _— 

Cost i n excess of net assets of businesses acquired . 159.3 _ 160,3 

Other assets and deterred charges . 308.0 _ 288.8 

~_$8,096.0 $7,355.3 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: 

Notes payable (Note 8) . $ 493.9 $ 514.3 

Accounts payable and accrued accounts (Note 9). 1,173.6 1,068.3 

Current maturities of long-term debt (Note 10). 112.4 123.2 

_ Inc ome ta xes accrued . 191.3 _ 104.0 

Total c urrent liabi lities . 1,971.2 1,809.8 

Long-term debt (less current maturities) (Note 10) . 1,038.9 1,045.9 

Other noncurrent liabilities . 221.2 213.0 

D eferred i ncome taxes . 593.1 _ 495.3 

Commitments and contingencies (Note 12) 

Series A Cum ulative Preferred Stock (Note 13) . 342.1 _ 342.1 

$2,25 Conver tible Preferred Stock (Note 14). 3X1_ 3.8 

Common stockholders’ equity: 

Common Stock — net (Note 14) . 254.7 253.2 

Paid-in capital (Note 14) . 215.5 213.5 

Earnings retained (Note 10) . 3,456.3 2,978.7 

Total common stockholders' equity. 3,926.5 3,445.4 

$8,096.0 $7,355.3 
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R. J. Reynolds Industries, Inc. 

Notes to Consolidated 
Financial Statements 

(Dollars in Millions Except Per Share Amounts) 


Note 1 

Excise Taxes 

Net sales and revenues include excise taxes 
on tobacco and petroleum products as 
indicated in the following table: 



1981 

1980 

1979 

Domestic tobacco . 

$ 826.0 

$ 806.7 

$ 795.3 

International tobacco ... 

1,088.9 

1,087.8 

993.1 

Petroleum .. 

11.2 

10.6 

13.7 


$1,926.1 

$1,905.1 

$1,802.1 


The Company’s cash balances include 
demand deposits maintained in the form of 
compensating balances with domestic banks 
covering both outstanding borrowings and 
future credit availability to meet short-term fi¬ 
nancial needs. The Company’s cash needs for 
its daily operations generally exceed 
compensating balance amounts. The 
compensating balances represent, on the 
average, approximately 10 percent of unused 
lines of credit and approximately 20 percent of 
outstanding borrowings drawn down under 
these arrangements. (See Note 8.) 


NoteS 

Inventories 

The major classes of inventory and the 
amount of each at December 31 were: 


Note 2 

Capitalization of Interest Cost 
Total interest cost incurred during 1981 and 
1980 was $180.5 million and $163.2 million, 
respectively. Of these amounts, $30.9 million 
and $35.9 million, respectively, was capitalized. 


Note 3 

Nonrecurring Items 

During the fourth quarter of 1980, the 
carrying cost of eight SL-7 containerships and 
related equipment was written down to 
estimated net realizable value pending the sale 
of these assets to the U.S. Department of the 
Navy. (See Note 7.) The write-down, net of 
related income tax benefits, decreased 1980 net 
earnings by $13.3 million, or 13 cents per 
common share. 

On January 2,1979, the aluminum casting 
and rolling business in Huntingdon, Tennessee 
was sold. The sale increased 1979 net earnings 
by $11.6 million, or 11 cents per common share. 



1981 

1980 

Leaf tobacco. 

$1,422.4 

$1,116.8 

Manufactured products . 

Excise tax on manufactured 

701.5 

728.0 

products . 

110.0 

91.8 

Petroleum products. 

15.9 

20.5 

Raw materials. 

239.6 

229.9 

Expenditures on growing crops ... 

56.0 

51.1 

Other materials and supplies. 

148.7 

133.7 


$2,694.1 

$2,371.8 


At December 31,1981 and 1980, $1,826.4 
million and $1,461.7 million, respectively, of the 
inventory was valued by the LIFO method. The 
balance of the inventory was valued by various 
other methods, principally FIFO. 

The current replacement value of inventories 
at December 31,1981 and 1980 was greater 
than the amounts at which these inventories 
were carried on the balance sheets by $1,396.1 
million and $1,216.5 million, respectively. 


Note 4 

Cash and Short-term Investments 

At December 31,1981, cash and short-term 
investments, valued at cost (approximate 
market), totaled $254.5 million, of which $193.8 
million has been classified on the balance sheet 
in the caption entitled “Capital construction 
fund." (See Note 7.) 
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Note 6 

Property, Plant and Equipment 

Components of property, plant and equip¬ 
ment at December 31 are shown in the table 
below: 


1981 1980 


Land and land improvements . $ 152.3 $ 137.1 

Buildings and leasehold 

improvements . 455.7 400.2 

Machinery and equipment. 1,189.4 978.0 

Vessels, containers and other 

marine equipment . 1,641.0 1,928.3 

Energy leasehold properties, related 

equipment and facilities. 1,493.9 1,160.9 

Construction-in-process. 334.2 296,7 

5,266.5 4,901.2 

Less depreciation, depletion 

and amortization . 1,816.5 1,636.5 

Net property, plant and equipment ■,, $3,450.0 $3,264.7 


Note 7 

Capital Construction Fund 

In 1981, the U.S. Department of the Navy 
purchased six of the eight SL-7 containerships 
which were written down to estimated net 
realizable value in the fourth quarter of 1980. 
(See Note 3.) The Navy has an option to 
purchase the two remaining vessels in 1982. 

The six containerships were sold at their net 
book value of $203.4 million.The net proceeds 
received from this sale, as of December 31, 

1981, have been classified on the balance sheet 
in "Capital construction fund” (CCF). Under the 
terms of the agreement, the net proceeds from 
the sale of all six containerships (and the two 
option vessels, if sold) will be deposited in 
the fund. 

Generally, the Merchant Marine Act of 1936 
allows for the deferral of payment of U.S. 
federal income taxes resulting from the tax gain 
on the sale and any earnings of the CCr. 
Provision for $62.3 million of deferred income 


taxes, arising as a result of the differences 
between book and tax depreciation on the 
vessels sold, has previously been made. In the 
event that the CCF is used for purposes other 
than the construction or acquisition of vessels 
built in U.S. shipyards, income taxes previously 
deferred will become currently payable. 


Note 8 

Notes Payable and Related Information 

Notes payable consists of the following at 
December 31: 



1981 

1980 

Commercial paper . 

Notes payable, principally to 

$205.6 

$267.4 

foreign banks. 

288.3 

246.9 


$493.9 

$514.3 


These short-term bank borrowings are at 
rates which, for the most part, approximate the 
prime commercial interest rate prevailing at the 
dates of borrowing and are generally made in 
the form of demand notes under lines of credit 
established as part of the Company’s banking 
arrangements. Unused lines of credit at 
December 31,1981 and 1980 were $460.1 
million and $446.2 million, respectively. Of these 
lines, at December 31,1981, $360.1 million was 
in the form of seasonal operating credit facilities 
and $100.0 million was in the form of revolving 
credit agreements extending until April 30, 

1984. (See Note 10.) At December 31,1981, the 
Company had credit facilities totaling $318.0 
million available to support outstanding 
commercial paper. 


Note 9 

Accounts Payable and Accrued Accounts 

Accounts payable and accrued accounts 
consist of the following at December 31: 



1981 

1980 

Trade accounts . 

Excise tax . 

Other accruals and payables .... 

$ 350.7 
91.7 
731.2 

$ 387.4 
83.0 
597.9 


$1,173.6 

$1,068.3 
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Note 10 

Long-term Debt 



December 31,1981 

December 31,1980 


Due Within 
One Year 

Due After 
One Year(d) 

Due Within 
One Year 

Due After 
One Year 

Long-term debt consists of the following: 





7%% Debentures, due February 1,2001, with annual sinking fund 
payments boginning in 1982 (reduced by $25.9 million and $0.1 million 
of such debentures held by the Company on December 31,1981 and 
1980, respectively, for future sinking fund requirements) . 

$ - 

$ 74.1 

$ - 

$ 99.9 

7%% Debentures, with annual sinking fund payments through 1994 
(reduced by $5.0 million and $4.9 million of such debentures held by 
the Company on December 31,1981 and 1980, respectively, for future 
sinking fund requirements). 


60.0 

0.1 

65.0 

8% Debentures, due January 15, 2007, with semi-annual sinking fund 
payments beginning in 1988 . 

_ 

150.0 

__ 

150.0 

8.9% Notes, due October 1,1996, annual prepayments began 
in 1981 (a) . 

6.2 

87.6 

6.2 

93.8 

7%% Notes, due November 18,1982 . 

32.0 

— 

32.0 

32.0 

7% Subordinated Debentures, due June 1,1989. Annual sinking fund 
payments began in 1980 (reduced by $1.8 million and $2.6 million of 
such subordinated debentures held by the Company on 

December 31,1981 and 1980, respectively, for future sinking 

fund requirements) . 


10.9 


11.7 

10%% Notes, payable annually through 1990 . 

5.0 

40.0 

5.0 

45.0 

10.45% Notes, due May 15,1990 . 

— 

150.0 

- 

150.0 

Revolving credit agreements with various banks, 
due April 30,1984(b) . 

_ 

250.0 


112.0 

Exploration and development advances (c) . 

7.6 

31.8 

31.7 

51.8 

Capitalized lease obligations . 

11.1 

86.6 

11.1 

96.2 

Other Indebtedness with various Interest rates and maturities. 

50.5 

97.9 

37.1 

138.5 


$112.4 

$1,038.9 

$123.2 

$1,045.9 


(a) The termB of the Company's 8.9% Notes place certain restrictions on dividend payments. At December 31,1981, $2.09 billion of 
earnings retained were unrestricted. 

(b) The Company has revolving credit agreements with various banks expiring April 30,1984 under which it may borrow up to $350.0 
million, with interest at the prime rate for domestic borrowings or at the London Interbank Offered Rate plus % of 1 percent subject to 
adjustment for Federal Reserve costs for Eurodollar borrowings. Under these agreements, the Company is obligated to pay a 
commitment fee of % of 1 percent on the unused balance. At December 31,1981, these agreements support $250.0 million of 
commercial paper that has been classified as long-term debt based upon the Company's intention to continue that amount of debt in 
some form for more than one year. 

(c) At December 31,1981, there were $39.4 million of advances from certain gas pipeline companies (all of which were non-interest 
bearing) for the financing of exploration and development of various leases in the Gulf of Mexico in consideration for undertaking to 
execute gas purchase and sale agreements for future natural gas production. 

(d) The payment schedule of debt due after one year is as follows: 1983—$70.1; 1984—$293.8; 1985 — $38.5; 1986 — $36.3; 1987 and 
later —$600.2. 
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Note 11 

Provision for Income Taxes 
The provision for income taxes consists of 
the following: 



1981 

1980 

1979 

Current: 

Federal . 

$429.3 

$278.3 

$304.1 

State . 

S8.4 

49.3 

51.0 

Foreign . 

47.0 

57.7 

39.2 


534.7 

385.3 

394.3 

Deferred: 

Federal . 

82.1 

73.5 

58.3 

State. 

6.5 

7.1 

7.6 

Foreign . 

10.0 

2.9 

6.1 


98.6 

83.5 

72.0 

Provision for income 
taxes . 

$633.3 

$468.8 

$466.3 


Deferred income tax expense results from 
timing differences in the recognition of revenue 


The differences between the effective tax 
rates and the statutory U.S. federal income tax 
rate are explained as follows: 


and expense for book and tax purposes. 

The sources of these differences and the tax 
effect of each were as follows: 




19B1 1980 

1979 

Excess of tax over book 

depreciation .. 

Intangible drilling and 
development costs ... 
Various other Items_ 


$49.9 $23.3 

22.5 21.8 

26.2 38.4 

$29.2 

36.0 

6.8 

Deferred income taxes ., 


$98.6 $83.5 

$72.0 

Pre-tax income for domestic and foreign 
operations is shown in the following table: 


1981 

1980 

1979 

Domestic (includes 

U.S. exports) . 

Foreign* . 

$1,197.5 

203.6 

$ 916.2 $ 

223.0 

875.4 

141.8 


$1,401.1 

$1,139.2 $1,017.2 


"Pre-tax income of foreign operations is earnings of all 
operations located outside the United States, some of which 
may also be currently subject to U.S. tax jurisdiction. 



1981 

1980 

1979 



%of 


%of 


%0f 



Pre-tax 


Pre-tax 


Pre-tax 


Amount 

Income 

Amount 

Income 

Amount 

Income 

Income tax computed at statutory U.S. federal 

income tax rate . 

Taxes on foreign operations less than the statutory U.S. 

$644.5 

46.0% 

$524.0 

46.0% 

$467.9 

46.0% 

federal income tax rate . 

(10.5) 

(0.8) 

(34.8) 

(3.1) 

(21.9) 

(2.2) 

State taxes, net of federal benefit . 

35.1 

2.5 

30.5 

2.7 

31.7 

3.1 

Investment tax credit . 

(31.2) 

(2.2) 

(68.5) 

(6.0) 

(18.7) 

(1.B) 

Miscellaneous items. 

(4.6) 

(0.3) 

17.6 

1.6 

7.3 

0.7 

Provision for income taxes. 

$633.3 

45.2% 

$468.8 

41.2% 

$466.3 

45.8% 


At December 31,1981, there were $617.6 
million of accumulated and undistributed earn¬ 
ings of foreign subsidiaries and earnings of 
Domestic International Sales Corporations for 
which no provision for U.S. federal income taxes 
has been made. These undistributed earnings 
are intended to be reinvested indefinitely or 


received substantially free of additional tax. 

There are a number of issues pending as a 
result of Internal Revenue Service audits. The 
resolution of these issues is not expected to 
have a material adverse effect on the 
Company’s financial position. 
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Note 12 

Commitments and Contingencies 

In July 1979, an arbitration agreement was 
entered into with the Kuwait government 
concerning disputes arising from the 
nationalization in September 1977 of the 
Company’s oil business in that country and in 
the Divided Zone between Kuwait and Saudi 
Arabia pursuant to which arbitration 
proceedings are in progress. Management 
expects ultimately to be compensated for the 
consequences of this nationalization and 
regards it as unlikely that the amount of the 
Company's obligations relating to the 
nationalized business will exceed such 
compensation. The amount of any ultimate gain 
or loss is indeterminable at this time. However, 
the Company believes that the resolution of the 
foregoing will not have a material adverse effect 
on its financial position. 

Accounts receivable outstanding from the 
government-owned monopoly in Iran, with 
respect to shipments made of tobacco products 
before 1981, totaled $36.5 million at December 
31,1981. Collection of the amounts outstanding 
is actively being pursued and management 
believes that the matter will be resolved with no 
material adverse effect on the Company's 
financial position. 

The 36 civil antitrust actions brought against 
Sea-Land and other shipping companies 
pertaining to ocean transportation on Atlantic 
routes have been resolved by Court approved 
class settlement agreements pursuant to which 
Sea-Land paid $10.0 million and interest of 
$0.9 million. 

There are certain other claims and pending 
actions against the Company and its 
subsidiaries which in the aggregate are not 
expected to have any material adverse effect on 
the Company's financial position. 

Note 13 

Series A Cumulative Preferred Stock 

In connection with the Del Monte 
Corporation merger (see Note 17), the Com¬ 
pany issued 7,053,478 shares (authorized 
7,053,660 shares) of Series A Cumulative 
Preferred Stock (the Preferred Stock), without 
par value, stated value of $48.50. The terms of 
the Preferred Stock provide for redemption by 
the Company, pursuant to a mandatory sinking 
fund, at a redemption price of $48.50 per share 
plus any accrued dividends, in an amount equal 
to approximately one-seventh of the amount of 
such shares issued in connection with the 
merger in each year commencing on March 1, 
1985. The Company has the noncumulative 


option to double the amount redeemed 
pursuant to such mandatory redemption in 
any year. 

Each share of the Preferred Stock entitles the 
holder to receive cumulative dividends payable 
quarterly at the rate of $4.10 per share per 
annum. The Preferred Stock ranks senior to the 
Common Stock, and on a parity with the 
outstanding $2.25 Convertible Preferred Stock 
as to dividends and upon liquidation entitles the 
shareholder to receive $48.50 per share plus 
accrued dividends (whether or not earned or 
declared) before any distribution upon 
liquidation is made to holders of a 
junior stock. 

Each share entitles the holder to three- 
quarters of one vote on all matters on which 
holders of the Common Stock have the right to 
vote, voting together with all other shares 
entitled to vote and not as a class. 

Dividends paid on the Preferred Stock 
amounted to $28.9 million in both 1981 
and 1980. 

Note 14 

Common Stock and $2.25 Convertible 
Preferred Stock 

Each share of the $2.25 Convertible Preferred 
Stock (the Stock) is convertible into three 
shares of the Company's Common Stock on 
surrender of the preferred share and payment of 
$22 in cash. Upon conversion, the cash 
proceeds and the stated value of the converted 
preferred shares less the stated value of the 
common shares issued is credited to paid-in 
capital. The Company may call the Stock for 
redemption at $50 per share (aggregating $14.0 
million at December 31,1981) plus accrued 
dividends to the redemption date. In the event 
of involuntary liquidation, holders of the 
Stock are entitled to $10.57 per share plus 
accrued dividends. Of the authorized but 
unissued common shares at December 31,1981, 
842,931 were reserved for conversion of 280,977 
shares of the Stock issued. 

Each share of the Stock entitles the holder to 
receive cumulative dividends, payable quarterly, 
at the rate of $2.25 per annum in preference to 
dividends payable on any stock ranking junior 
as to dividends and upon liquidation. Holders of 
the Stock generally have one-half vote per 
share on all matters voted upon by 
stockholders, except that upon liquidation, 
dissolution, merger, consolidation or sale of all 
or substantially all of the assets of the 
Company, these holders have one vote per 
share, voting together with all other shares 
entitled to vote and not as a class. 
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The Company has two stock option plans 
that provide for the granting of options to 
purchase shares of the Company’s Common 
Stock to certain officers and other employees. 
The option price is the average quoted market 
price on the date of the grant. Options granted 
that lapse or are canceled are added back to the 
shares authorized for future options. 

Under the 1977 Stock Option Plan, the 
maximum number of shares of the Company’s 
Common Stock that may be granted is 
2,500,000 and individual grants are limited to 
100,000 shares. The options, which expire in 10 
years, are exercisable in cumulative annual 
installments of 25 percent of the optioned 
shares beginning one year from date of grant. 
The Plan also provides for granting of stock 
appreciation rights (SARs) to holders of options 
under this Plan and the Career Executive Stock 
Plan. SARs may be exercised for stock, cash or 
any combination thereof. When SARs are 
exercised, the related stock options are 
surrendered and may not be granted again. The 
value of the SARs exercised is equal to the 
difference between the exercise price and the 
average quoted market price of the Company’s 
Common Stock on the date of exercise. As of 


December 31,1981, there were 1,851,985 
options outstanding under the 1977 Stock 
Option Plan with expiration dates ranging from 
September 15,1987 to July 16,1991. The 
average exercise price of such options was 
$36.80, and such options were heid by a total of 
481 optionees. 

Under the Career Executive Stock Plan, the 
maximum number of shares of the Company's 
Common Stock that may be granted is 
1,200,000 and individual grants are limited to 
60,000 shares. The Plan permits the granting of 
both qualified options (prior to the Tax Reform 
Act of 1976) and nonqualified options (as 
defined in the Internal Revenue Code) that may 
run for periods of up to five years for qualified 
options and up to 10 years for nonqualified 
options. No option may be exercised prior to 
one year after the date of grant. As of 
December 31,1981, there were 241,701 
nonqualified options/SARs outstanding under 
the Career Executive Stock Plan with expiration 
dates ranging from May 1,1984 to September 
17,1991. The average exercise price of 
such options/SARs was $30.18 and such 
options/SARs were held by a total of 
74 optionees. 



1981 


1980 


1979 



Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

$2.25 Convertible Preferred Stock — without par 
value ($10.57 stated value — authorized 

292,927 shares at December 31, 1981): 

Balance at beginning of year . 

355,798 

$ 3.8 

1,282,828 

$ 13.6 

2,685,726 

$ 28.4 

Shares converted into Common Stock . 

(74,821) 

(0.8) 

(927,030) 

(9.8) 

(1,402,898) 

(14.8) 

Balance at end of year . 

280,977 

$ 3.0 

355,798 

$ 3.8 

1,282,828 

$ 13.6 

Common Stock — no par ($2.50 stated 
value — authorized 150,000,000 shares 
at December 31,1981): 

Balance at beginning of year . 

104,359,031 

$260.9 

101,577,941 

$253.9 

97,369,276 

$243.4 

Shares issued upon conversion of 
$2.25 Convertible Preferred Stock . 

224,463 

0.6 

2,781,090 

7.0 

4,208,665 

10.5 


104,583,494 

261.5 

104,359,031 

260.9 

101,577,941 

253.9 

Less Treasury Common Stock: 

Balance at beginning of year . 

(260,490) 

(7.7) 

(310,974) 

(9.1) 

(189,160) 

(5.6) 

Purchased . 

— 


— 

— 

(154,510) 

(4.5) 

Sales upon exercise of stock options, 

SARs and deferred stock credits paid under 
the Management Incentive Plan . 

31,881 

0.9 

50,484 

1.4 

32,696 

1.0 


(228,609) 

(6.8) 

(260,490) 

(7.7) 

(310,974) 

(91) 

Balance at end of year . 

104,354,885 

$254.7 

104,098,541 

$253.2 

101,266,967 

$244.8 

Paid-in capital: 

Balance at beginning of year . 

Net proceeds from conversion of 

$2.25 Convertible Preferred Stock . 

Other . 


$213.5 

1.9 

0.1 


$190.2 

23.2 

0.1 


$155.1 

35.2 

(0.1) 

Balance at end of year . 


$215.5 


$213,5 


$190.2 
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Under both plans, no charges or credits to 
earnings are made at the time of either granting 
or exercising an option. Compensation expense 
is accrued for options with SARs over the 
period they become exercisable, based upon 
the amount by which the market value of the 
Company’s Common Stock exceeds the option 
price at the date of determination, and is 


adjusted in subsequent reporting periods for 
increases or decreases in the market value of 
the stock. 

The following table summarizes the changes 
in options outstanding and related price ranges 
for shares of the Company’s Common Stock 
under options: 



1981 

1980 

1979 

Options: 

Outstanding at beginning of year . 

Granted under Career Executive Stock Plan. 

Granted under 1977 Stock Option Plan . 

Optlons/SARs exercised . 

Canceled and surrendered . 

1,862,523 

4,000 

525,267 

(229,118) 

(69,006) 

1,858,050 

31,172 

449,664 

(404,313) 

(72,050) 

1,888,892 

402.200 

(284.392) 

(148,650) 

Outstanding at end of year. 

2,093,666 

1,862,523 

1,858,050 

Price Ranges: 

Outstanding at beginning of year . 

Granted under Career Executive Stock Plan. 

Granted under 1977 Stock Option Plan . 

Options/SARs exercised (market prices ranged from $43.00-52.44 in 1981, 

$30.13-47.13 in 1980 and $27.91-35.63 In 1979) . 

Canceled and surrendered . 

$21.72-46.50 

46.56 

43.19-47.69 

21.72-39.81 

29.53-46.50 

$21.72-34.38 

35.13- 39.81 

35.13- 46.50 

21.72-33.16 

28.78-39.81 

$21.72-35.09 

31.72 

21.72-33.16 

28.78-35.09 

Outstanding at end of year . 

$21.72-47.69 

$21.72-46.50 

$21.72-34.38 


At December 31,1981, options were exercisable as to 955,802 shares, compared with 773,138 shares at December 31, 1980 and 
880,700 shares at December 31,1979. As of December 31,1981 options for 504,303 shares of the Company's Common Stock were 
available tor future grants. 


Note 15 
Leases 

Most leases are used in the transportation 
business, principally for vessels, truck terminals, 
port facilities and related equipment, and in the 
foods and beverages business, primarily for 
machinery, trucks, trailers and warehouses. 
Certain leases contain ordinary renewal 
options, although some container equipment 
leases provide for bargain renewal options 
extending over the economic life of the 
property. Some leases, principally those 
covering truck terminals and port facilities, 
contain escalation clauses based on the lessor’s 
operating costs. Certain port facility and 
equipment leases call for contingent rentals 
based on usage. Many of these leases are 
noncancelable operating leases relating to port 
facilities, trucks and trailers. 

Property, plant and equipment accounts at 
December 31 include the following amounts for 
capital leases: 



1981 

1980 

Buildings and leasehold 

Improvements. 

$ 15.8 

$ 15.0 

Machinery and equipment. 

30.0 

26.3 

Vessels, containers and other marine 
equipment (1). 

85.1 

90.4 

Less amortization (2) ... 

130.9 

38.2 

131.7 

30.5 


$ 92.7 

$101.2 


(1) Includes $61.9 million and $672 million for 1981 and 1980, 
respectively, attributable to certain leasing activities with 
less than 50 percent owned affiliates in the Company's 
transportation business. 

(2) Lease amortization is included in depreciation expense. 


At December 31,1981, obligations to make 
future minimum lease payments were as follows: 



Capital 

Leases 

Non¬ 

cancelable 

Operating 

Leases 

Total 

1982 . 

1983 . 

1984 . 

1985 . 

1986 . 

Thereafter . 

$ 22.0 
18.6 
16.3 
14.8 
12.6 
101.3 

$ 69.0 
58.5 

42.2 

38.2 
32.8 

307.0 

$ 91.0 
77.1 
58.5 
53.0 
45.4 
408.3 

Total minimum lease 
payments . 

185.6 

$547.7 

$733.3 

Executory costs . 

Amount representing 
interest . 

(1.2) 

(86.7) 



Capitalized lease 
obligations 

(see Note 10) . 

$ 97.7 



Minimum future sublease rentals receivable 
under capital leases and noncancelable 
operating leases at December 31,1981 
amounted to $4.3 million and $5.0 million, 
respectively. Rental expense for all operating 
leases, cancelable and noncancelable, 
consisted of: 


1981 

1980 

1979 

Minimum rentals. 

Contingent rentals . 

Sublease rental income .., 

$187.7 

32.6 

(5.2) 

$183.1 

32.5 

(4.9) 

$160.9 

25.3 

(4.4) 


$215.1 

$210.7 

SI 81 8 
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Note 16 
Pension Plans 

The Company provides retirement benefits 
for substantially all of its regular full-time 
employees, including certain employees in 
foreign countries, through Company- 
administered plans and plans administered 
under collective bargaining agreements. 

Pension expense for 1981,1980 and 1979 was 
$99.9 million, $84.0 million and $75.5 million, 
respectively. The Company’s policy with respect 
to Company-administered plans is to fund 
pension costs accrued. Past service costs are 
amortized over a 30-year period. 

The following table presents information 
regarding the financial condition of the 
Company’s domestic defined benefit plans, as 
estimated by the Company’s consulting 
actuary, as of the most recent valuation dates, 
December 31,1980 and 1979: 


Calculated 

Calculated 

on current 

on actuarial 

salary levels 

projections of 

of plan 

future salary 

participants 

increases 


1980 1979 1980 1979 


Actuarial present value of 
accumulated plan benefits' 


Vested . $513.0 $431.5 $721.2 $567.1 

Non-vested . 99.4 94.6 188.0 171.4 

$612.4 $526.1 $909.2 $738.5 


Note 17 
Acquisition 

On February 1,1979, the shareholders of Del 
Monte Corporation approved an Agreement and 
Plan of Merger under which Del Monte became 
a wholly owned subsidiary of the Company on 
February 2,1979. Under the terms of the 
merger, approximately 45 percent of the Del 
Monte capital stock was acquired for cash of 
$48.50 per share, and the remainder of the Del 
Monte capital stock was converted on a share- 
for-share basis into the Company’s Series A 
Cumulative Preferred Stock. (See Note 13.) The 
total cost of the merger, which was accounted 
for as a purchase, was approximately $618 mil¬ 
lion. The consolidated results of operations of 
the Company include the operations of Del 
Monte from the date of the merger. 

The effects of the Del Monte merger on the 
Consolidated Statements of Changes in Finan¬ 
cial Position are shown in the following table: 


_ 1979 

Acquisition: 

Property, plant and equipment. $301.4 

Other assets . 953.3 

Liabilities assumed . (637.1) 

Total cost of acquisition . 617.6 

Less working capital at date of acquisition _ 449.9 

Net increase in long-term assets . $167.7 


Net assets available for 

benefits (market value) ... $709.3 $567.7 $709.3 $567.7 
'The assumed rate of return used in determining the actuarial 
present value of accumulated plan benefits in both 1980 and 
1979 was 8 percent. 


The Company's foreign pension plans are not 
required to report to certain U.S. government 
agencies pursuant to ERISA and do not 
otherwise determine the actuarial value of 
accumulated benefits in the same manner as 
those calculated and disclosed above. For those 
plans, the value of vested benefits does not differ 
materially from the total assets and related 
balance sheet accruals. 

In addition, the Company makes payments 
under the terms of various collective bargaining 
agreements to provide welfare benefits, includ¬ 
ing pension benefits, for covered employees. At 
the present time, the Company does not have 
sufficient information to accurately determine 
the financial condition of these plans or the 
amount of these payments used to fund the 
pension benefits. 
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Report of 
Management 


Report of Ernst & Whinney, 
Independent Auditors 


To the Shareholders of 
R. J. Reynolds Industries, Inc. 


R. J. Reynolds Industries, Inc. 
Its Directors and Stockholders 


The management of R. J. Reynolds 
Industries, Inc. is responsible for all information 
and representations contained in the financial 
statements. The Company’s financial 
statements have been prepared in accordance 
with generally accepted accounting principles 
and are based on management’s best estimates 
and judgment. 

The Company’s independent auditors, Ernst 
& Whinney, were engaged to perform an 
examination of the consolidated financial 
statements. Their examination provides an 
objective outside review of management's 
responsibility to report operating results and 
financial condition. Working with our internal 
auditors, they review and make tests as 
appropriate of the data included in the 
financial statements. 

The Company has a system of internal 
accounting controls which is designed to 
provide reasonable assurance that assets are 
safeguarded, transactions are executed in 
accordance with management’s authorization 
and financial records are reliable as a basis for 
preparation of financial statements. This system 
includes the selection and training of qualified 
personnel, an organizational structure which 
provides appropriate delegation of authority 
and segregation of responsibility, the 
establishment and dissemination of policies and 
procedures throughout the organization and an 
extensive internal audit program. 

The Board of Directors of the Company has 
an Audit Committee composed of six directors 
who are neither officers nor employees of the 
Company. The Audit Committee meets on a 
regular basis with representatives from 
management, the internal auditors and the 
independent auditors, reviews audit plans and 
results, recommends the appointment of the 
independent auditors, and reviews and provides 
general direction for the Company’s audit 
activities. The independent auditors and the 
internal auditors have free access to the Audit 
Committee without the presence of manage¬ 
ment representatives when deemed appropriate 
by the Committee. 


We have examined the consolidated balance 
sheets of R. J. Reynolds Industries, Inc. and 
subsidiaries as of December 31,1981 and 1980, 
and the related consolidated statements of 
earnings and earnings retained and changes in 
financial position for each of the three years in 
the period ended December 31,1981. Our 
examinations were made in accordance with 
generally accepted auditing standards and, 
accordingly, included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in 
the circumstances. 

In our opinion, the financial statements 
referred to above present fairly the consolidated 
financial position of R. J. Reynolds Industries, 
Inc. and subsidiaries at December 31,1981 and 

1980, and the consolidated results of their 
operations and the changes in their 
consolidated financial position for each of the 
three years in the period ended December 31, 

1981, in conformity with generally accepted 
accounting principles applied on a consistent 
basis. 
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Winston-Salem, North Carolina 
February 11,1982 



Chairman and Vice Chairman 

Chief Executive Officer of the Board 
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R. J. Reynolds Industries, Inc. 

Lines of Business Data 

The Company classifies its operations into 
five principal lines of business. Summarized 
financial information for these operations 
for each of the past five years is shown in 
the following tables. 


(Dollars in Millions) _1981_ 1980 1979 1978 1977 

For the Years Ended December 31 


Capital Expenditures 


Domestic tobacco. 

. $ 

130.5 

$ 

84.8 

$ 

51.5 

$ 

45.8 

$ 

50.6 

International tobacco .. 


35.3 


36.3 


26.3 


22.4 


18.1 

Foods and beverages. 


90.2 


82.8 


69.0 


5.5 


2.9 

Transportation. 


80.1 


381.4 


275.7 


163.1 


77.0 

Energy. 


391.6 


278.2 


236.3 


130.1 


101.6 

Other businesses . 


18.0 


12.5 


12.6 


5.5 


5.3 

Corporate. 


24.4 


21.9 


12.9 


11.0 


29.1 

Consolidated capital 
expenditures . 

. $ 

770.1 

J= 

897.9 


684.3 

$ 

383.4 

$ 

284.6 


At December 31 






Assets 

Domestic tobacco. 

. $1,882.1 

$1,411.3 

$1,278.3 

$1,312.2 

$1,212.8 

International tobacco. 

. 853.1 

801.5 

744.9 

670.4 

615.7 

Foods and beverages. 

. 1,744.5 

1,715.6 

1,534.3 

152.7 

153.7 

Transportation. 

. 1,372.0 

1,689.9 

1,431.1 

1,227.9 

1,134.1 

Energy. 

. 1,579.2 

1,272.4 

1,052.6 

921.8 

883.8 

Other businesses . 

. 134.5 

96.3 

87.8 

79.8 

93.1 

Corporate. 

. 530.6 

368.3 

292.9 

250.7 

240.8 

Consolidated assets . 

. $8,096.0 

$7,355.3 

$6,421.9 

$4,615.5 

$4,334.0 


For the Years Ended December 31 

Depreciation, Depletion and 
Amortization Expense 


Domestic tobacco. 

.. $ 

41.4 

$ 

36.5 

$ 

37.6 

$ 

36.4 

$ 

32.1 

International tobacco. 


19.4 


17.9 


15.9 


16.5 


21.3 

Foods and beverages. 


43.2 


35.7 


30.2 


3.5 


3.7 

Transportation. 


109.8 


102.7 


94.2 


89.5 


83.9 

Energy. 


163.8 


158.5 


124.6 


71.1 


75.9 

Other businesses . 


7.7 


5.6 


4.8 


4.1 


4.4 

Corporate. 


7.3 


6.3 


4.9 


4.9 


1.9 

Consolidated depreciation, 
depletion and amortization expense . ... 

.. $ 

392.6 


363.2 

$ 

312.2 

$ 

226.0 

$ 

223.2 


Management's Discussion and Analysis, which starts on page 21 of this report, includes a description of the various lines of business. 

F.tfective January 1,1981. operational responsibility for certain operations was transferred toa newly formed unit of theCompany. (See 
Other businesses'' discussion on page 26 of this report.) Prior years have been restated to reflect this change. 

identifiable assets include both assets directly identified with the specific line of business and an allocable share of jointly used assets. 
All cash and security investments are included in corporate assets. 
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R. J. Reynolds Industries, Inc. 

Lines of Business Data 


(Dollars In Millions) __1981_1980_1979 1978 1977 


For the Years Ended December 31 
Net Sales and Revenues 

Domestic tobacco. $ 3,967.9 $3,521.2 $3,164.9 $2,927.0 $2,743.3 

International tobacco. 2,156.5 2,087.7 1,868.5 1,573.4 1,374.1 

Foods and beverages. 2,334.1 2,108.6 1,834.4 281.0 268.7 

Transportation. 1,623.1 1,413.7 1,220.4 1,103.7 941.2 

Energy. 1,370.4 985.0 627.7 703.4 978.9 

Other businesses . 405.0 361.9 313.2 195.7 192.1 

Intersegment eliminations..(165.2) (124.0) (93.9) (75.0) (66.8) 


Consolidated net sales 

and revenues.. $11,691.8 $10,354.1 $8,935.2 $6,709.2 $6,431.5 


Earnings from Operations 

Domestic tobacco. $ 914.3 $ 800.8 $ 714.4 $ 646.4 $ 601.4 

International tobacco. 178.5 177.2 149.2 126.0 98.9 

Foods and beverages. 100.0 90.1 123.4 18.5 22.0 

Transportation. 102.9 65.8 58.3 118.7 88.9 

Energy. 246.8 182.9 65.5 17.2 14.6 

Other businesses . 24.8 15.0 19.4 18.6 17.4 

Other (principally corporate 

expense). (63.0) (62.4) (43.6) (38.8) (29.2) 


Consolidated earnings 

from operations . $ 1,504.3 $ 1,269.4 $1,086.6 $ 906.6 $ 814.0 


Cash Flow (Working Capital) 
from Operations 

Domestic tobacco. $ 538.5 $ 458.7 $ 430.7 $ 367.6 $ 336.3 

International tobacco. 119.4 129.6 99.4 88.0 79.4 

Foods and beverages. 134.3 123.4 122.5 11.9 14.4 

Transportation. 191.7 209.3 148.6 166.1 148.8 

Energy. 353.0 314.9 198.9 135.6 117.4 

Other businesses .. 24.2 16.0 16.4 14.1 14.1 

Corporate... (90.8) (80.9) (39.7) (24.2) 11.7 


Consolidated cash flow 

from operations. $ 1,270.3 $ 1,171.0 $ 976.8 $ 759.1 $ 722.1 


In the table above, sales and revenues by line of business include both sales and revenues to unaffiliated customers and intersegment 
sales, which are accounted for at prices comparable to unaffiliated customer sales. 

Earnings from operations by line of business are earnings before interest and debt expense, other incomeand expense (mainly items of a 
financial nature), foreign currency gains (losses), general corporate expenses, nonrecurring items and the provision for income taxes. 

included In corporate cash flow from operations for 1979 and 1977, respectively, is an $11.6 million nonrecurring gain relating to the sale 
of the aluminum casting and rolling business (see Note 3), and a $55.1 million nonrecurring gain relating to the nationalization of 
certain petroleum operations by the government of Kuwait. 
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R. J. Reynolds Industries, Inc. 

Geographic Data 

The following table shows certain financial 
information relating to the Company’s 
operations in various geographic areas. 


(Dollars in Millions) 

1981 

1980 

1979 

1978 

1977 

For the Years Ended December 31 

Net Sales and Revenues 

United States (i) . 

$ 7,867.6 

$ 6,825.2 

$5,866.8 

$4,261.9 

$4,031.4 

International transportation ( 2 ) . 

1,623.1 

1,413.7 

1,220.4 

1,103.7 

941.2 

Canada . 

515.8 

470.2 

414.9 

305.2 

335.2 

Europe . 

1,066.0 

1,177.5 

1,009.8 

651.6 

506.7 

Other geographic areas . 

909.3 

725.3 

630.6 

386.8 

617.0 

Less transfers between 

geographic areas . 

(290.0) 

(257.8) 

(207.3) 

— 

— 

Consolidated net sales 

and revenues. 

$11,691.8 

$10,354.1 

$8,935.2 

$6,709.2 

$6,431.5 

Earnings from Operations 

United States . 

$ 1,358.1 

$ 1,130.3 

$ 964.6 

$ 795.5 

$ 733.3 

International transportation ( 2 ) . 

102.9 

65.8 

58.3 

118.7 

88.9 

Canada . 

35.0 

27.1 

23.4 

12.2 

16.2 

Europe . 

15.6 

42.9 

41.0 

20.9 

13.4 

Other geographic areas . 

55.7 

65.7 

42.9 

(1.9) 

(8.6) 

Other (principally 

corporate expense) . 

(63.0) 

(62.4) 

(43.6) 

(38.8) 

(29.2) 

Consolidated earnings 

from operations .. 

$ 1,504.3 

$ 1,269.4 

$1,086.6 

$ 906.6 

$ 814.0 

At December 31 

Assets 

United States . 

$ 4,974.6 

$ 4,175.4 

$3,715.5 

$2,574.6 

$2,449.1 

International transportation ( 2 ) . 

1,372.0 

1,689.9 

1,431.1 

1,227.9 

1,134.1 

Canada . 

279.7 

241.1 

241.3 

163.8 

171.7 

Europe . 

466.7 

462.9 

402.4 

286.3 

221.4 

Other geographic areas . 

472.4 

417.7 

338.7 

112.1 

116.9 

Corporate. 

530.6 

368.3 

292.9 

250.8 

240.8 

Consolidated assets . 

$ 8,096.0 

$ 7,355.3 

$6,421.9 

$4,615.5 

$4,334.0 

Liabilities of the Company's operations 

located in foreign countries . 

$ 707.8 

$ 562.7 

$ 466.1 

$ 325.0 

$ 313.7 


Sales and revenues in the above table include both sales to unaffiliated customers and transfers between geographic areas. 
Transfers between geographic areas (which consist principally of fresh and canned fruit from Latin America, Africa and the 
Philippines transferred to the United States and Europe) are generally made at fair market value, less an allowance to compensate 
the marketing unit for its efforts and expenses in servicing customers. Identifiable assets are those assets used in the operations of 
each geographic area and do not necessarily bear a definite relationship to theirearnings from operations becauseof the transfer of 
products between areas. All cash and security investments are included in corporate assets. 

(1) Included in United States sales and revenues are export sales of $590.1 million In 1981, $535.3 million in 1980, $475.9 million in 
1979, $316 0 million in 1978 and $271.4 million in 1977. Export sales primarily represent thesaleof tobacco products to markets in 
the Middle East and Far East, 

(2) Because of the nature of international trade, transportation revenues, earnings from operations and assets have not been 
allocated to the various geographic areas. All owned vessels are U.S.-flag ships. Transportation revenues classified 
geographically based on port-of-origin were as follows: 


i Dollars in Millions) _1981_ 1980 _ 1979 _ 1978 1977 

United States . $ 767.9 $ 671.8 $ 551.0 $ 495.1 $ 448.4 

Canada . 30.7 27.8 27.9 25.8 19.8 

Europe . 341.7 340.4 289.9 266.4 203.9 

Other geographic areas. 482.8_373.7 351.6_316.4 269.1 


$ 1,623.1 $ 1,413.7 $1,220.4 $1,103.7 $ 941.2 
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Inflation Accounting Data 
(Unaudited) 


Under the provisions of Statement of Finan¬ 
cial Accounting Standards No. 33, "Financial 
Reporting and Changing Prices," certain 
supplemental disclosures are required which 
are intended to depict the effects of inflation on 
a company's financial statements. The 
supplemental data on pages 51 and 52 
reflect historical results adjusted for both the 
constant dollar and current cost methods of 
measuring the effects of inflation. 


Earnings Adjusted for General Inflation 

The constant dollar column of the 
"Consolidated Statement of Earnings Adjusted 
for the Effects of Changing Prices” on page 51 
represents the “historical" (as reported) 
amounts of revenues and expenses restated 
into dollars of the same general purchasing 
power, as measured by the average level of the 
Consumer Price Index for All Urban Consumers 
(CPI-U) for 1981. 

Under the constant dollar measurement 
method, the "cost" of property, plant and 
equipment items is restated into constant 
dollars, and depreciation expense and gain or 
loss on the sale of properties are adjusted to 
reflect this new basis. 

Approximately 63 percent of the $250.8 
million increase in "Costs and expenses" for 
1981 under this method of income measurement 
is attributable to the increase in depreciation, 
depletion and amortization expense associated 
with the increase in property, plant and equip¬ 
ment amounts restated in constant dollars. The 
remaining portion of the increase is attributable 
to three factors: the restatement of non-LIFO 
inventory costs to a constant dollar basis; the 
effect of a LIFO layer liquidation; and the higher 
constant dollar cost of properties sold during 
the year. With the exception of these adjust¬ 
ments, the amounts of revenues and other costs 
and expenses, including cost of products sold 
as determined under the Company’s primary 
method of inventory valuation, the LIFO 
method, already approximates average 1981 


constant dollars and have not been adjusted 
from amounts presented in the historical finan¬ 
cial statements. 

The line item "Unrealized purchasing power 
gain on net monetary position" is intended to 
reflect the net effect of holding monetary assets 
(cash, receivables, etc.) and owing money 
during an inflationary period. 

Earnings Adjusted for Specific Price Changes 

The current cost column of the “Consolidated 
Statement of Earnings Adjusted for the Effects 
of Changing Prices” on page 51 represents the 
"historical" (as reported) amounts of revenues 
and expenses restated into 1981 current dollars 
as measured by the change in specific prices. 
The primary sources of information used to 
compute the current cost data for inventories, 
property, plant and equipment and cost of 
products sold were indices, direct pricing and 
engineering estimates. 

Depreciation, depletion and amortization 
expense was calculated based on average 
current cost using the straight-line depreciation 
method and the same estimates of useful life 
and salvage value used in preparing the 
historical cost financial statements. 

Approximately 67 percent of the $325.8 
million increase in “Costs and expenses" for 
1981 under the current cost method of income 
measurement is attributable to the increase in 
depreciation, depletion and amortization 
expense associated with the current cost 
increase in property, plant and equipment 
amounts. The remaining portion of the increase 
is primarily attributable to the restatement of 
non-LIFO inventory costs and LIFO layer 
liquidation costs to a current cost basis. Cost 
of products sold, as determined under the 
LIFO method, already approximates average 
current costs. 

The line item “Decrease in current cost of 
inventories and property, plant and equipment 
held during the year net of general inflation" is 
the amount that the current cost of the assets 
increased or decreased, less the increase that 
would have resulted if prices had changed at 
the same rate as general inflation. For 1981, this 
amount is a decrease of $105.6 million. 
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Mineral Resource Assets 

Proved reserves of geothermal steam as 
determined by engineering valuations were 75.2 
million and 76.8 million Barrels of Oil Equivalent 
(BOE) on December 31,1981 and 1980, 
respectively. Production during 1981 and 1980 
was 1.0 million and 0.7 million BOE, 
respectively. In 1981 and 1980, the average price 
per BOE was $18.51 and $12.94, respectively. 
Output from these existing wells is committed 
under contract to the Pacific Gas and Electric 
Company of California. 

Management’s Analysis 

When evaluating the inflation data, it should 
be remembered that constant dollar and current 
cost accounting are not comparable methods. 
Each method has certain limitations which are 
discussed below. 

In constant dollar accounting, the use of the 
CPI-U can cause certain distortions. Because 
the CPI-U is intended to measure and reflect 
price changes on a "market basket" of goods 
consumed by an average American urban 
family, it is unlikely that such price changes 
would be representative of the price changes 
experienced for the types of commodities used 
by a specific company or industry. Accordingly, 
those amounts should not be viewed as having 
the degree of accuracy of the historical 
statements included in this report. 

In current cost accounting, there are inherent 
limitations because of the need for substantial 
judgments in the estimating process. 
Accordingly, this information should not be 
interpreted to indicate that future replacement 
of assets would take place in the form and 
manner assumed in developing these estimates. 
In the normal course of business, the Company 
will replace its assets over an extended period 
of time. Decisions concerning replacement will 
be made in light of economic, regulatory and 
competitive conditions existing on the dates 
such determinations are made and could differ 
substantially from the assumptions on which 
the data included herein are based. 

In addition, the current cost information 
standing alone does not recognize any 
relationships between cost changes and 
changes in selling prices. Although the Com¬ 
pany will attempt to modify its selling prices to 
recognize future cost changes, competitive and 
regulatory conditions may preclude its 
doing so. 


The inflation adjusted data, limitations 
notwithstanding, provides a basis for some 
general observations as to R. J. Reynolds 
Industries, Inc., which are discussed below. 

It is apparent from the inflation data on page 
51 that the effects of inflation on the Company’s 
operations are significant in several respects. 
One of the most important points to note is the 
increase in "Costs and expenses,” which arises 
primarily from the reality that, if the Company 
were to replace its fixed assets in 1981 dollars, a 
substantially greater capital investment would 
be required with higher related charges for 
depreciation, depletion and amortization. 
Additionally, the 1981 effective tax rate 
increases from 45.2 percent under historical 
cost to 55.1 percent and 58.9 percent, 
determined on a constant dollar and current 
cost basis, respectively. Present tax laws do not 
allow an adjustment for inflation; therefore, the 
income tax amount reflected in the supplemen¬ 
tary income statement is the same under each 
method of measurement shown. 

The Company has long recognized the 
potential effects of inflation and, accordingly, 
has taken steps to reduce those effects, and the 
related tax consequences, on its business. For 
example, since 1956 the Company has used the 
LIFO inventory method for the major portion of 
its inventories thereby reducing taxes and 
increasing cash flows. In addition, the 
"Unrealized purchasing power gain on net 
monetary position" shown in the statement on 
page 51 represents the preservation of 
purchasing power during the year through 
effective cash management. 
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R. J. Reynolds Industries, Inc. 

Consolidated Statement of Earnings Adjusted 
for the Effects of Changing Prices (Unaudited) 


For the Year Ended December 31,1981 



As Reported 

Selected Data 

Selected Data 


in the 

Adjusted for 

Adjusted for 


Financial 

General 

Changes in 


Statements 

Inflation 

Specific 


(Historical 

(Constant 

Prices 

(Dollars In Millions) 

Cost) 

Dollar) 

(Current Cost) 

Net sales and revenues . 

Costs and expenses: (i) 

. $11,691.8 

$11,691.8 

$11,691.8 

Cost of products sold and operating expenses_ 

Selling, advertising, administrative and 

8,317.9 

8,555.1 

8,620.3 

general expenses. 

1,869.6 

1,883.2 

1,893.0 

Earnings from operations . 

1,504.3 

1,253.5 

mnsmm 

Interest and debt expense. 

(149.6) 

(149.6) 


Other income (expense), net . 

32.3 

32.3 

H 


1,387.0 

1,136.2 

1,061.2 

Foreign currency gains . 

14.1 

14.1 

14.1 

Earnings before provision for Income taxes. 

1,401.1 

1,150.3 

1,075.3 

Provision for income taxes . 

633.3 

633.3 

633.3 

Net earnings . 

767.8 

517.0 

442.0 

Less preferred dividends . 

29.6 

29.6 

29.6 

Net earnings applicable to Common Stock . 

. $ 738.2 

$ 487.4 

$ 412.4 

Effective income tax rate . 

45.2% 

55.1% 

58.9% 

Unrealized purchasing power gain 




on net monetary position. 


$ 181.9 

$ 181.9 

Increase in current cost of inventories and 




property, plant and equipment held during the 
year (based on specific price changes) ( 2 ) . 



$ 714.3 

Effect of increase in general price level . 



819.9 

Decrease in current cost of inventories 




and property, plant and equipment held during 
the year net of general inflation . 



$ 105.6 


(1) The amount of depreciation, depletion and amortization expense related to items of property, plant and equipment for 1981 was 
$370.8 million on an historical cost basis, $528.4 million on a constant dollar basis and $587.9 million on a current cost basis. 


(2) At December31,1981, current cost of inventory was $4,090.2 million (historical amount $2,694.1 million) and current cost of property, 
plant and equipment, net of accumulated depreciation, was $5,644.8 million (historical amount $3,450.0 million). 
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R. J. Reynolds Industries, Inc. 

Five-Year Comparison of Selected Supplementary Financial 
Data Adjusted for the Effects of Changing Prices (Unaudited) 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) _ 1981 _1980_1979_1978_1977 


HISTORICAL COST INFORMATION 
AS REPORTED: 

Net sales and revenues . 

Net earnings . 

Net earnings per fully diluted common share ... 
Net assets at year-end. 

IN AVERAGE 1981 DOLLARS 

Net sales and revenues . 

Current cost information: (i) 

Net earnings . 

Net earnings per fully diluted common share ... 
Decrease in current cost of inven¬ 
tories and property, plant and 
equipment held during the year net 

of general inflation . 

Net assets at year-end ( 2 ) . 

Historical cost information 
adjusted for general inflation: 

Net earnings . 

Net earnings per fully diluted common share ... 
Net assets at year-end ( 2 ) . 

Other information: 

Unrealized purchasing power gain on 

net monetary position . 

Cash dividends declared per 

common share . 

Market price per common share at 
year-end . 


$11,691.8 

767.8 

7.03 

4,271.6 

$10,354.1 

670.4 

6.12 

3,791.3 

$ 8,935.2 
550.9 
5.05 
3,353.5 

$6,709.2 

$6,431.5 

11,691.8 

11,428.1 

11,195.7 

9,353.1 

9,652.6 

442.0 

3.93 

523.8 

4.70 

421.0 

3.73 



105.6 

7,622.4 

265.0 

7,349.3 

360.1 

7,071.2 



517.0 

4.65 

7,177.7 

169.3(3) 487.5 

1.31 4.37 

6,950.8 6,832.1 



181.9 

264.9 

271.8 



2.52 

2.42 

2.47 

2.51 

2.52 

$ 45% 

$ 48% 

$ 40’/4 

$ 38 

$ 43% 


Average consumer price index . . 272.4 _ 246.8 217.4 195.4 181,5 

(1) Tho 1979 current cost information reflects data related to mineral resource assets on a constant dollar basis as permitted by 
Statement of Financial Accounting Standards No. 39. 

(2) Net assets at year-end" is thesum of the historical financial statement amounts for common stockholders' equity, $2.25 Convertible 
Preferred Stock and Series A Cumulative Preferred Stock; adjusted for the changes in valuation, on a current cost and constant dollar 
oasis, respectively, of inventories, net property, plant and equipment, and net monetary items. Other asset amounts have not been 
adjusted for the effects of specific price changes or general inflation. 

(31 includes a S31 4. 2 million nonrecurring loss related to the write-down of the SL-7 containerships from aconstant dollar book valueto 

a lower recoverable amount. 
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R. J. Reynolds Industries, Inc. 

Oil and Gas Data 

Certain supplemental data relating to oil and 
gas producing activities are presented on 
pages 53 through 58. These disclosures were 
prepared in accordance with Statements of Fi¬ 
nancial Accounting Standards Nos. 19 and 25, 
and regulations of the Securities and Exchange 

Commission. 



Revenues, Costs and Capitalized Costs 
Relating to Oil and Gas Producing Activities 



(Dollars in Millions) 

United 

States 

Foreign Total 

For the Years Ended December 31 

Net Revenues: 

1981 . 

1980 . 

1979 . 

$ 663.7 

464.2 

256.3 

$ 42.2(1) $ 705.9 

35.8(1) 500.0 

16.7(1) 273.0 


Costs Incurred In 1981: 






Property acquisition costs . 

. $ 146.7 

$ 

0.5 

$ 

147.2 

Exploration costs . 

... 123.9 


4.2 


128.1 

Development costs. 

. 159.0 


7.9 


166.9 

Production (lifting) costs . 

. 249.1 


6.4 


255.5 


$ 678.7 

$ 

19.0 

$ 

697.7 


Costs Incurred in 1980: 
Property acquisition costs 

Exploration costs. 

Development costs . 

Production (lifting) costs 


$ 

45.2 

$ 

— 

$ 

45.2 


102.2 


0.9 


103.1 


148.7 


8.2 


156.9 


121.4 


6.6 


128.0 

T 

417.5 

$ 

15.7 

$ 

433.2 


Costs Incurred in 1979: 
Property acquisition costs 

Exploration costs. 

Development costs . 

Production (lifting) costs 


Provisions for Depreciation, Depletion, Amortization and 
Valuation for the Years Ended December 31: 

1981 . 

1980 . 

1979 . 


$ 

29.4 

$ 

— 

$ 

29.4 


23.8 


1.7 


25.5 


162.5 


5.7 


168.2 


59.7 


3.9 


63.6 

7 " 

275.4 

$ 

11.3 

$ 

286.7 


$ 157.7 $ 

4.7 

$ 162.4 

139.7 

3.6 

143.3 

107.8 

2.2 

110.0 


Capitalized Costs at December 31: 

1981 . $1,473.2 $ 48.3 $1,521.5 

1980 . 1,152.9 40.2 1,193.1 

1979 . 896.9 34.2 931.1 


Accumulated Depreciation, Depletion, Amortization and 
Valuation Allowances at December 31: 

1981 . $ 489.5 $ 11.4 $ 500.9 

1980 . 362.7 6.8 369.5 

1979 .. 226.0 3.6 229.6 


(1) Includes $19.9 million, $19.1 million and $9.5 million for 1981,1980 and 1979, respectively, attributable to a continuing long-term 
service contract with a foreign government. 
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R. J. Reynolds Industries, Inc. 

Oil and Gas Reserve Quantities 
by Geographic Areas (Unaudited) 

The following table shows the estimates of net 
quantities of proved reserves and proved 
developed reserves of oil and gas as of 
December 31,1981,1980,1979 and 1978, and 
the changes in the net quantities of such 
reserves during 1981, 1980 and 1979. 



Crude Oil, Condensate 

Natural Gas 


and Natural Gas Liquids 

(Millions of 


(Thousands of Barrels) 

Cubic Feet) 


United States 

United States 

Foreign 

Proved Developed and Undeveloped Reserves: 




December 31, 1978 . 

130,051 

515,756 

64,986 

Revisions of prior estimates . 

3,500 

22,804 

1,959 

Extensions, discoveries and other additions . 

2,781 

69,342 

— 

Purchases of minerals-in-place (i). 

,... 6,427 

49,368 

_ 

Production . 

(13,238) 

(66,413) 

(3,105) 

December 31, 1979 . 

129,521 

590,857 

63,840 

Revisions of prior estimates . 

10,608 

(3,085) 

9,204 

Extensions, discoveries and other additions . 

4,796 


— 

Purchases of minerals-in-place ( 2 ). 

76 

13,367 

— 

Production . 

(14,099) 

(96,048) 

(5,319) 

December 31, 1980 ... 

130,902 

555,721 

67,725 

Revisions of prior estimates . 

7,172 

10,949 

8,291 

Extensions, discoveries and other additions . 

1,635 

37,488 

— 

Production (3) . 

(14,347) 

(100,204) 

(6,148) 

December 31,1981 (4) . 

125,362 

503,954 

69,868 

Proved Developed Reserves: 




December 31, 1978 . 

62,039 

297,833 

62,366 

December 31, 1979 . 

61,411 

393,235 

59,161 

December 31, 1980 . 

62,670 

375,416 

67,725 

December 31,1981 . 

61,060 

318,318 



1 1) In 19/9. the remaining interest in the reserves of Signal Petroleum, a Louisiana oil and gas producing concern, was acquired. This 
purchase added 46.900 MMCF of natural gas and 6,375 MBBLS of crude oil to proved reserves. 


(2i In 1980. the remaining interest in the East Chapa gas field from Tana Oil & Gas Corporation was acquired. This purchase added 
13.36/ MMCF- oi natural gas and 76 MBBLS of condensate to proved reserves. 

i Ji Pioduetion and ending reserves are subject to minor changes since production volumes contain estimates. 

1 4) Estimates of domestic proved oil and gas reserves are determined on an annual basis by the company’s petroleum engineers and are 
reviewed by Core Laboratories, Inc., independent consulting engineers. Foreign gas reserve estimates are determined by DeGoyler 
and McNaughton, independent consulting engineers, and calculated on a basis consistent with that used to calculate United States 
i fserves Both domestic and foreign estimates are based on interpretive information subjectto revisionsas additional data becomes 

t win I able 

in addition to the foregoing estimates of proved oil and gas reserves, the right to sell estimated proved reserves of crude oil also exists as 
a result of u long-term service contract with a foreign government as of December 31, 1981,1980 and 1979, respectively, of 6,245,000 
uarreis, 8.109.000 barrels and 8.923,000 barrels. The net quantity of crude oil produced for the company’s account under this contract 
during 1881. 1980 and 1979 was 1,919,000 barrels, 1,673,000 barrels and 1,710,000 barrels, respectively, all of which was sold to an 

a-jtiiunty of the government. 

rtie quantities of reserves presented above include only those amounts which are expected to be recovered under economic conditions 
o usting at year-end Therefore, proved reserves are limited to quantities which can be recovered from known oil and gas reservoirs using 
/ear-end puces and costs under existing operating conditions and technology. Accordingly, any changes to these factors could 
Mipiticuntly affect the reserve quantities shown above. 
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Present Value of Estimated 
Future Net Revenues of Proved 
Oil and Gas Reserves 

Information regarding the assumptions used 
in computing the valuation of proved reserves 
and the limitations inherent in those 
computations are discussed below. The Com¬ 
pany believes such information is essential 
for a proper understanding and assessment of 
the data. 

The following tables present estimated future 
net revenues, present values, and the results of 
operations determined in accordance with the 
rules and regulations issued by the Securities 
and Exchange Commission (SEC) relating to oil 
and gas producing activities. Under these 
requirements, future net revenues are derived 
by reducing future gross revenues (excluding 
royalty payments and net profits interest 
disbursements) by the estimated costs to 
develop and produce the underlying reserves. 
The resulting net revenues are then reduced to 
a present value using a 10 percent discount 
factor. The following assumptions, specified 
by the SEC, are employed in the computation of 
the present value of estimated future 
net revenues. 

Proved Reserves: Included in the valuation 
are only those properties with “proved" 
reserves as defined by the SEC. Those 
reserves classified as "probable” or "possible" 
are excluded. 

Current Prices: Future gross revenues are 
based on realized oil and gas prices at the 


year-end for which the reserve estimates are 
made, adjusted only for fixed and 
determinable price escalations. 

Current Costs: Production and development 
costs related to future production of proved 
reserves are based on cost levels in existence 
at the year-end for which reserve estimates 
are made. Therefore, no adjustment for 
inflation or any other factor is considered. 

Income Taxes: No federal or foreign income 
taxes are deducted in arriving at a present 
value of estimated future net revenues. 

Neither the estimated future net revenues nor 
the related present value amounts should be 
construed to represent a forecast of future net 
revenues or as a market value of proved 
reserves. The following factors should also be 
considered in connection with any analysis of 
the valuations disclosed herein. 

— Those limitations noted in the estimation 
process of proved reserves as discussed 
above have a corresponding effect on any 
valuation of those reserves. 

— Future estimated production schedules are 
utilized in the valuation process of proved 
reserves. Due to the limitations inherent in 
predicting the future, additional subjectivity 
is introduced into the valuation assumptions. 

— Probable and possible reserves may 
have significant effects on the net present 
value amounts. 


Estimated Future Net Revenues 
from Proved Reserves (Unaudited) 

As of December 31,1981 


(Dollars In Millions) _ United States (i) Foreign (2) 

Proved Proved 

_ Proved Developed Developed 

1982 ... $ 265.9 $ 301.6 S 16.7 

1983 . 287.0 257.8 15.1 

1984 . 281.7 187.0 21.6 

Thereafter. 1,224.3 318.6 _ 162.4 

$2,058.9 $1,065.0 $215.8 


(1) The estimated future net revenues for total proved reserves in 1982 are less than that shown for proved developed reserves because of 
the timing of the capital expenditures required to develop proved undeveloped reserves. 

(2) Estimated future not revenues from proved undeveloped foreign reserves are not material and therefore have been excluded. 
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R. J. Reynolds Industries, Inc. 

Present Value (10% Discount Rate) of Estimated 
Future Net Revenues from Proved Reserves (Unaudited) 

As of December 31 


United 


iDollars m Millio ns) _ States Foreign _ Total 


Proved Reserves: 

1979 .. 

1980 . 

1981 . 

. $1,160.8 

. 1,457.1 

. 1,424.7 

$ 

86.0 

128.9 

128.5 

$1,246.8 

1,586.0 

1,553.2 

Proved Developed Reserves: 

1979 . 

. $ 705.0 

$ 

86.0 

$ 791.0 

1980 . 

. 980.0 


128.9 

1,108.9 

1981 . 

. 870.1 


128.5 

998.6 


In addition to the foregoing estimates of future net revenues from the production of proved oil and gas reserves, there are estimated 
future not revenues as of December 31,1981 under a long-term service agreement with a foreign government of $10.3 million, $7.9 
million and $5.5 million for 1982,1983 and 1984, respectively, and $7.3 million remaining thereafter. The present value as of December 
31. 1981, 1980 and 1979 of these estimated future net revenues, calculated using a 10 percent discount factor, is $26.0 million, $27.2 
million and $23.4 million, respectively. 


Reserve Recognition Accounting 

The following two tables reflect the results of 
oil and gas producing activities, excluding 
amounts related to a long-term service 
agreement with a foreign government, based on 
the changes in the net present value of proved 
reserves as computed using prescribed SEC 
regulations for Reserve Recognition Accounting 
(RRA). Accordingly, these results are subject to 
the same limitations discussed in connection 
with the estimation and valuation of reserves. In 
addition, care should be taken in any attempt to 
relate these results to the profitability of oil and 
gas producing activities due to inherent 
differences in income recognition between RRA 
and traditional accounting methods. Under 
RRA, earnings are recorded upon the discovery 
or revision of proved reserves. Under traditional 
accounting methods, revenue is recognized 
only as reserves are produced and sold. It 
should be noted that the SEC no longer 
considers RRA to be a potential method of 
accounting for use in the primary financial 
statements and will look to the Financial 
Accounting Standards Board to develop a 
disclosure package for oil and gas producers. 
However, the SEC still believes that this method 
may be a useful basis for supplemental 
disclosure 


During 1980, 76 MBBLS of proved 
condensate reserves and 13,367 MMCF of 
proved natural gas reserves were purchased. 
During 1979, 6,427 MBBLS of proved oil 
reserves and 49,368 MMCF of proved natural 
gas reserves were purchased. These reserves 
are included in the summary at a net present 
value of $24.0 million and $51.9 million for 1980 
and 1979, respectively. 

At December 31,1981, leasehold costs of 
$227.5 million had not yet been fully evaluated, 
and therefore, are not charged to RRA 
operating results except for impairment 
provisions of $7.9 million recorded in 1981, 
aggregating $34.2 million at year-end (net of 
retirements of $8.9 million). 

The 1981 reserve valuation computation 
reflected decontrol of domestic crude oil on 
January 28,1981 and the effect of the “Windfall 
Profit" excise tax. Phased decontrol, which 
began June 1,1979, was scheduled to increase 
domestic crude oil prices to free market prices 
by October 1,1981. The 1980 reserve 
computation considered phased decontrol 
through October 1,1981. The 1979 reserve 
computation, at the recommendation of the 
SEC's staff, did not consider future phased 
decontrol of oil prices. 

The "Crude Oil Windfall Profit Tax Act”, which 
became effective March 1,1980, had an impact 
on the net present value of future net revenues 
at December 31,1981 and 1980 of $560.0 
million and $650.0 million, respectively. 
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R. J. Reynolds Industries, Inc. 

Summary of Oil and Gas Producing Activities on 

the Basis of Reserve Recognition Accounting (Unaudited) 

For the Years Ended December 31 


(Dollars In Millions) 

1981 

1980 

1979 

Additions and Revisions to Estimated Proved Oil and Gas Reserves: 

Additions to estimated proved reserves, gross . 

Revisions to estimates of reserves proved in prior years: 

Changes in price . 

Other (i) . 

Accretion of discount ( 2 ) . 

$125.9 

171.4 

(160.0) 

158.6 

$202.2 

524.1 

(263.6) 

124.7 

$157.6 

527.7 

18.0 

54.5 


295.9 

587.4 

757.8 

Less Evaluated Acquisition, Exploration, Development and 

Production Costs: 

Costs incurred, including impairments . 

Present value of estimated future development and production 
costs of additions to proved reserves. 

141.7 

38.0 

107.1 

45.8 

86.8 

34.7 


179.7 

152.9 

121.5 

Additions and Revisions to Proved Reserves Over Evaluated Costs. 

Provision for Income Taxes . 

116.2 

46.8 

mm 

636.3 

288.4 

Results of Oil and Gas Producing Activities 
on the Basis of Reserve Recognition Accounting . 

$ 69.4 

$248.5 

$347.9 


(1) "Other" revisions to reserves proved in prior years are due primarily to increased estimates of future capital and operating 
expenditures, revisions to production timing estimates and changes in the estimated quantities of proved reserves. 


(2) The accretion of the discount recognizes the impact of the passage of time on the discounted cash flows as determined at the end of 
the previous year. 

Oil and gas producing activities resulted in a contribution to earnings from operations of $197.9 million, $143.2 million and $46.3 million, 
respectively, for 1981,1980 and 1979 on an historical cost basis. 
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R. J. Reynolds Industries, Inc. 

Changes in Present Value of Estimated Future 

Net Revenues from Proved Oil and Gas Reserves (Unaudited) 

For the Years Ended December 31 


(Dollars in Millions) 

1981 

1980 

1979 

Increases: 




Additions and revisions . 

$ 295.9 

$ 587.4 

$ 757.8 

Less related estimated future development and production costs .. 

38.0 

45.8 

34.7 

Net additions and revisions . 

257.9 

541.6 

723.1 

Purchase of reserves in place. 

... 

24.0 

51.9 

Expenditures that reduce estimated future development costs. 

144.0 

130.6 

128.9 


401.9 

696.2 

903.9 

Decreases: 




Sales of oil and gas and value of transfers, net of production 




costs of $251.3, $123.9 and $61.9 for 1981,1980 

and 1979, respectively . 

(434.7) 

(357.0) 

(201.7) 

Net increase (decrease) . 

(32.8) 

339.2 

702.2 

Beginning of year . 

1,586.0 

1,246.8 

544.6 

End of year. 

$1,553.2 

$1,586.0 

$1,246.8 


R. J. Reynolds Industries, Inc. 

Quarterly Results of Operations (Unaudited) 

The following is a summary of the quarterly 
results of operations for the years ended 
December 31,1981 and 1980: 


(Dollars in Millions Except Per Share Amounts) 

First 

Second 

Third 

Fourth* 

1981 

Net sales and revenues . 

Earnings from operations . 

Net earnings. 

Net earnings per fully diluted common share . 

.... $2,770.4 

367.4 
188.3 
1.72 

$2,969.1 

377.0 

198.2 

1.82 

$2,878.6 

385.0 

203.5 

1.87 

$3,073.7 

374.9 

177.8 

1.62 

1980 

Net sales and revenues. 

Earnings from operations. 

Net earnings . 

Net earnings per fully diluted common share . 

.... $2,411.1 

336.3 
183.8 
1.69 

$2,543.5 

301.2 

163.6 

1.50 

$2,583.2 

322.5 

186.1 

1.70 

$2,816.3 

309.4 

136.9 

1.23 


•Included in net earnings in the fourth quarter of 19B0 is a nonrecurring loss of $13.3 million, or 13 cents per share. (See Note 3 to the 
Financial Statements.) 
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Officers 

As of February 18,1982 

J. Paul Sticht 

Chairman and Chief Executive Officer 

J. Tylee Wilson 

President 

Joseph F. Abely, Jr. 

Vice Chairman of the Board 

Richard G. Landis 

President-Pacific 

Edward A. Horrigan, Jr. 

Executive Vice President 

H.C. Roemer 

Senior Vice President, 

General Counsel and Secretary 

Rodney E. Austin 

Vice President 

John W. Dowdle 

Vice President and Treasurer 

Dennis Durden 

Vice President 

John A. Hagan 

Vice President and Controller 

Arnold B. Sidman 

Vice President 

Ronald Sustana 

Vice President 


Operating Company 
Management 

As of February 18,1982 

R.J. Reynolds Tobacco Company 

Edward A. Horrigan, Jr. 

Chairman and Chief Executive Officer 

R.J. Reynolds Tobacco international, Inc. 

Lester W. Pullen 

President and Chief Executive Officer 

Del Monte Corporation 

Richard H. Ward 

Chairman and Chief Executive Officer 

Sea-Land Industries Investments, Inc. 

Charles I. Hiltzheimer 

Chairman and Chief Executive Officer 

Aminoil USA, Inc. 

George E. Trimble 

Chairman and Chief Executive Officer 

R.J. Reynolds Development Corporation 

Robert W. Van Camp 

President and Chief Executive Officer 


International Advisory Board 

As of February 18,1982 

J. Paul Sticht 

Chairman and Chief Executive Officer 
R.J, Reynolds Industries, Inc. 

J. Tyiee Wilson 

President 

R.J. Reynolds Industries, Inc. 

Joseph F. Abely, Jr. 

Vice Chairman of the Board 
R.J. Reynolds Industries, Inc. 

Hermann J. Abs 

Honorary President 
Deutsche Bank AG 
Germany 

Carlo Bombieri 

Retired Managing Director 
Banca Commerciale Italians 
Italy 

Ronald H. Grierson 

Director 

The General Electric Company, Ltd. 

England 

Walter L. Lingle, Jr. 

Former Executive Vice President 
The Procter & Gamble Company 
United Stales 

Erling S. Lorentzen 

Chairman 

Oivind Lorentzen S.A, 

Brazil 

Donald S. McGiverin 

President, Director and Chief Executive Officer 

Hudson's Bay Company 

Canada 

Louis von Plants 

Chairman and Chief Executive Officer 
Ciba-Geigy Ltd. 

Switzerland 

Antoine A.P. Riboud 

President 

Boussois-Souchon-Neuvesel-Gervais-Danone 

France 

F.O.J. Sickinghe 

Chairman of the Board of Management 
Verenigde machinefabrieken Stork, N.V. 
Netherlands 

Bunlchiro Tanabe 

Chairman 

Mitsubishi Corporation 
Japan 

Francois Vaxelaire 

President and Chief Executive Officer 

GB-INNO-BM 

Belgium 

W.R.A. Wyllie 

Chairman 

Asia Securities Limited 
Hong Kong 

Dennis Durden (Secretary) 

Vice President 

R.J. Reynolds Industries, Inc. 
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Board of Directors 




Joseph F. Abely, Jr. 



William S. Anderson 



Albert L. Butler, Jr. 


Joseph F. Abely, Jr. 

Vice Chairman of the Board 
R.J. Reynolds Industries, Inc, 
Executive Committee 
Finance Committee (Chairman) 


Albert L. Butler, Jr. 

President 

The Arista Company 
(data processing services) 
Compensation Committee 
Executive Committee 
Finance Committee 
Nominating Committee 


William S. Anderson 

Chairman of the Board 
NCR Corporation 

(manufacturer of business equipment) 
Compensation Committee 
Finance Committee 
Nominating Committee 



Herschel H. Cudd Ronald H. Grierson John W. Hanley 


Herschel H. Cudd 

Retired Senior Vice President 
Standard Oil Company (Indiana) 

(major fully integrated oil company) 

Audit Committee 

Compensation Committee (Chairman) 
Executive Committee 

Ronald H. Grierson 

Director 

The General Electric Company, Ltd. 
(manufacturer of electrical products — 
England) 

Audit Committee 
Finance Committee 

John W. Hanley 

Chairman and Chief Executive Officer 
Monsanto Company 
(diversified chemical company) 



Edward A. Horrigan, Jr. Jerome W. Hull Vernon E. Jordan, Jr. 


Edward A. Horrigan, Jr. 

Executive Vice President 
R.J. Reynolds Industries, Inc. 

Jerome W. Hull 

Retired Chairman of the Board 
The Pacific Telephone & Telegraph 
Company (California communications 
services company) 

Audit Committee 
Finance Committee 

Vernon E. Jordan, Jr. 

Partner 

Akin, Gump, Strauss, Flauer and Feld 
(Washington, D.C., law firm) 

Audit Committee 
Public Policy Committee 
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Juanita M. Kreps 


Richard G. Landis 


John D. Macomber 


Juanita M. Kreps 

Former United States 
Secretary ol Commerce 
Executive Committee 
Public Policy Committee (Chairman) 

Richard G. Landis 

President-Pacific 
R J. Reynolds Industries, Inc. 

Public Policy Commitloe 

John D. Macomber 

Chairman and Chief Executive Officer 
Celanese Corporation 
(multinational producer of petrochemicals) 
Compensation Committee 
Finance Committee 
Nominating Committee (Chairman) 



Charles F. Myers, Jr. 

Retired Chairman of the Board 
Burlington Industries, Inc. 

(diversified manufacturer of textiles) 
Audit Committee (Chairman) 
Finance Committee 

H.C. Roemer 

Senior Vice President, 

General Counsel and Secretary 
R.J. Reynolds Industries, Inc. 
Executive Committee 

J. Paul Sticht 

Chairman and Chief Executive Officer 
R.J. Reynolds Industries, Inc, 
Executive Committee (Chairman) 
Finance Committee 
Nominating Committee 


Colin Stokes 


J. Tylee Wilson 



Margaret S. Wilson 




Colin Stokes 

Retired Chairman of the Board 
R.J. Reynolds Industries, Inc. 
Compensation Committee 
Executive Committee 
Public Policy Committee 

J. Tylee Wilson 

President 

R.J. Reynolds Industries, Inc. 
Executive Committee 
Finance Committee 

Margaret S. Wilson 

Chairman and Chief Executive Officer 
Scarbroughs Stores 
(department store group) 

Audit Committee 
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Shareholder Information 


Corporate Headquarters 

RJR World Headquarters 
Reynolds Boulevard 
Winston-Salem, North Carolina 27102 
Telephone: (919) 773-2000 

Shareholder Inquiries 

Communications concerning transfer requirements 
and lost certificates should be directed to either 
Transfer Agent. Communications concerning divi¬ 
dends and change of address should be directed to 
R.J. Reynolds Industries, Inc., Shareholder Services 
Department, P.O. Box 2959, Winston-Salem, North 
Carolina 27102. 

Transfer Agents and Registrars 

Manufacturers Hanover Trust Company 
Corporate Trust Division 
4 New York Plaza 
New York, New York 10015 

The First Jersey National Bank 
2 Montgomery Street 
Jersey City, New Jersey 07303 

Conversion Agent, $2.25 Convertible 
Preferred Stock 

Manufacturers Hanover Trust Company 
Corporate Trust Division 
4 New York Plaza 
New York, New York 10015 

Independent Auditors 

Ernst & Whinney 
Citicorp Center 
135 East 53rd Street 
New York, New York 10022 

Suite 2000 
Wachovia Building 

Winston-Salem, North Carolina 27111 

Common and Preferred Shares 

Listed on the New York Stock Exchange 
(Trading symbol: RJR) 

Dividend Reinvestment Plan 

All registered holders of R.J. Reynolds Industries 
common stock are eligible to participate in a 
convenient and economical method for automati¬ 
cally reinvesting their dividends toward the 
purchase of additional shares of the company’s 
common stock. 


The Plan offers: 

• Immediate reinvestment of dividends. 

• Optional cash deposits for direct purchase of 
additional shares. 

« All service fees and broker commissions 
company-paid. 

A booklet describing the Plan, together with an 
enrollment card, can be obtained by writing 
the Shareholder Services Department, P.O. Box 
2959, Winston-Salem, North Carolina 27102, or 
calling (919) 773-2356. 

Notice of Annual Meeting 

The Annual Meeting of the company's shareholders 
will be held at the Hotel du Pont, 11th and Market 
Streets, Wilmington, Delaware, at 2 p.m. on 
Wednesday, April 28,1982. A formal notice of the 
Annual Meeting, together with Proxy Statement and 
Proxy, will be mailed in March to shareholders 
of record at the close of business March 3,1982. 

Availability of Form 10-K 

On or after March 31,1982, a copy of the com¬ 
pany's Annual Report to the Securities and 
Exchange Commission on Form 10-K for the year 
ended December 31,1981, will be provided to 
shareholders upon written request to: Manager, 
Shareholder Services, R.J. Reynolds Industries, Inc., 
Winston-Salem, North Carolina 27102. 

Supplemental Information 

R.J. Reynolds Industries periodically publishes ma¬ 
terial supplementing the information found 
in annual and quarterly reports. Shareholders and 
other interested investors may write to request 
detailed publications on the company's lines-of- 
business, reprints of financial community 
presentations, corporate responsibility booklets, and 
speeches delivered by senior management. 
Requests should be directed to Financial Public 
Relations, R.J. Reynolds Industries, Inc., World 
Headquarters, Winston-Salem, North Carolina 27102. 
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